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PREFACE 

I  HAVE  endeavoured  in  this  book  to  make 
a  comprehensive  survey  of  the  economic  conditions 
of  China  to-day,  referring,  whenever  necessary, 
briefly  to  the  past.  Considerations  of  space 
have  compelled  me  to  be  as  brief  as 
possible;  but  I  have  done  my  best  to  be 
clear.  In  the  Chapters  on  "  Balance  of 
Trade  "  and  "  Sources  of  Revenue,"  I  have 
stated  as  clearly  as  possible  the  premises 
on  which  my  conclusions  rest. 

The  order  of  the  topics  has  not  been 
determined  by  any  settled  plan.  All  the  topics 
dealt  with  in  the  volume  are  closely  inter- 
related; the  indebtedness  of  China  has 
certainly  an  influence  on  trade;  trade  has 
very  much  to  do  with  the  variations  in 
exchange;  public  finance  and  revenue  have 
a  large  bearing  on  the  country's  obligations. 
The  study  of  each  subject  is  necessary  for 
the  proper  understanding  of  the  others;  and 
only  by  a  study  of  all  the  topics  can  one 
arrive  at  a  working  knowledge  of  the  economics 
of   this  country. 

A  number  of  subjects  I  have  dealt  with  in  this 
volume  have  not  been  discussed  to  any 
appreciable  extent  in  any  work  published  hitherto 
— particularly  those  relating  to  "  Finance  of 
Trade  "  and  "  Exchange  and  Banking."  It 
is  difficult,  therefore,  to  escape  the  imperfections 
of  pioneer  work. 

I  have  devoted  considerable  space  to  topics 
connected  with  trade  for  the  reason  that  this 
subject  has  not  received  sufficient  attention. 
The  statistics  relating  to  trade  in  Appendix  B 
have  been  compiled  from  the  Customs  returns. 


I  have  stated  my  sources  of  inforination, 
when  facts  and  figures  not  of  common  knowledge 
have  been  cited.  I  have  expressed  in  the 
text,  as  also  in  footnotes,  as  occasion  arose, 
my  obligations  to  those  whose  works  have  been 
of  advantage  to  me. 

The  book  is  addressed  to  those  interested 
in  the  welfare  of  China.  Many  changes  are  now 
taking  place  in  the  relations  between  the 
Government  and  the  people — changes  of  a  very 
beneficial  character.  With  all  its  faults,  the  new 
Government  is  doing  its  best  and  showing  signs 
of   virility. 

S.   R.  WAGEL. 

Shanghai 

July,  1914. 


CONTENTS 

CHAPTER  PAGE 

I.    INTRODUCTION                  1 

II.    china's  INDEBTEDNESS       18 

III.  REPUBLICAN  INDEBTEDNESS 51 

IV.  THE  TRADE  OF  CHINA            ...            ...            ...  82 

V.    THE  FINANCE  OF  TRADE               113 

VI.    THE  PROGRESS  OF  TRADE 151 

VII.    THE  BALANCE  OF  TRADE               191 

VIII.    EXCHANGE  AND  BANKING 218 

XI.    MONEY,  CREDIT  AND  PRICES ...  266 

X.    INDUSTRIES   AND  MANUFACTURES                ...  291 

XI.    LABOUR                  320 

XII.    PUBLIC  FINANCE       329 

XIII.  SOURCES   OF  REVENUE                 363 

XIV.  COMMUNICATIONS                    391 

APPENDICES        449 

INDEX             491 


Chapter  I. 


INTRODUCTION 

A  product  of  the  most  impracticable  idealism, 
the  Republic  of  China  is  now  confronted  with  the 
most  tangible  questions  of  finance,   and   although 
recent   developments   have    tended    towards    the 
reversion  of  the  Government  to  old  time  methods, 
the  questions  to  be  solved  to-day  are  more  insistent 
and  more  difficult  than  they  ever  have  been  in 
China's  history.      The  Government  is  now  subject 
to  pressure  from  within  and  without.      Ever  since 
the   beginning   of   free    foreign    intercourse,    the 
problem    of    finance,    especially    public    finance, 
has  been  very  acute,  and  the  difficulty  of  making 
governmental  income  and  expenditure  meet  has 
been    increasing    day    after    day.     The    glorious 
isolation  of  China  and  the  contempt   with   which 
the    Emperors    and    the    people    of   the    country 
treated    foreigners    are    memories    of    the    past. 
Conditions    have    changed    almost    woefully    for 
her;    partly    on    account    of    the    stupid,   innate 
pride  of  the  governing  class,  and  partly  on  account 
of  ignorance,  things  have  been  left  to  drift  and 
the  Government  and  the  people  find  themselves 
in  a  position  in  which  they  are  almost  at  the 
mercy  of  the  nations  whom  they   once  despised. 
It  is  beyond  the  scope  of  the   present  volume   to 
discuss  the  political  aspect  of  the  deterioration  of 
the  Government  of  China,  but  that  the  incapacity 
and  weakness  of  the  government  were  due  to  bad 
finance    is    on    all    hands    admitted.      It   is    an 
argument  in  a  vicious  circle ;   the  government  of 
the  country  has  become  weak  on  account   of  bad 
finance,  and  the  finance  of  the  country  has  become 
bad  on  account  of  weak  government. 
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The  object  of  the  present  volume  is  to  narrate 
the  financial  history  of  China  and  discuss  the 
causes  that  have  led  up  to  the  present  impasse 
in  the  affairs  of  the  government  of  the  people  of  this 
country.  It  is  but  natural  that  public  finance  and 
foreign  trade  should  be  the  principal  themes, 
especially  as  there  is  little  else  in  China  but  the 
finance  of  the  Government  and  trade  to  discuss. 
Even  to-day,  when  there  is  so  much  talk  of 
industrial  reform  and  advancement,  when  a  good 
deal  has  been  done  during  recent  years  in  the  way 
of  starting  and  conducting  new  enterprises,  the 
co;untry  as  a  whole  remains  almost  altogether 
agricultural.  The  wealth  of  the  country  is  almost 
completely  in  its  natural  produce,  and  to-day,  as 
in  ages  past,  it  is  the  farmer  that  counts  as  the 
main  prop  of  the  Government;  in  one  way  or  the 
other  he  pays  for  the  maintenance  of  the 
machinery  of  government.  Foreign  trade  has 
certainly  increased  very  largely,  but  the  increase 
is  more  apparent  in  the  variety  and  the  value  of 
the  foreign  goods  bought  by  the  Chinese  than  in 
those  of  native  produce  sold  to  the  foreigner.  It 
is  but  natural  that  the  number  and  value  of  the 
produce  sold  by  the  Chinese  should  have  increased 
in  the  lapse  of  time;  but  there  is  considerable 
difference  of  opinion  as  to  whether  the  increase  in 
this  respect  is  concomitant  with  the  increase  in 
the  buying  of  foreign  goods  by  this  country.  An 
important  subject  of  inquiry  is  whether  the  wealth 
of  China  has  increased  on  account  of  the  large 
increase  in  the  foreign  trade,  although,  of  course, 
it  is  well  known  that  the  situation  of  the  country 
has  become  worse.  How  far  the  methods  of  trade 
and  facilities  for  the  same  have  tended  to  increase 
or  diminish  national  wealth  it  is  necessary  to 
enquire  into.  Further,  another  equally  important 
subject  of  inquiry  is,  how  far  the  methods  of  taxa- 
tion and  government  in  the  country  have  led  to  the 
increase  or  otherwise  of  the  wealth  of  the  nation. 
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Although  the  problems  to  be  solved  by  the 
government  are  indeed  vast,  and  extremely 
difficult,  it  is  an  admitted  fact  that  time  and  again 
during  the  past  five  hundred  years  there  have  been 
occasions  when  the  finance  of  the  government 
has  been  as  bad  as  it  is  to-day.  In  the  past  paper 
money  has  been  resorted  to  as  much  as,  or  even 
more  than,  it  is  to-day  and,  judged  from  records, 
with  more  success  than  at  present.  Whether  at 
the  time  of  the  change  of  the  Ming  dynasty  from 
Nanking  to  Peking,  whether  at  the  time  of  the 
usurper  at  Peking  during  the  interregnum  between 
the  Ming  and  the  Manchu  dynasties,  or  even 
during  the  first  reign  of  the  Manchus,  the  treasury 
has  been  as  depleted  of  funds  as  it  is  to-day  and 
has  been  for  the  past  two  years.  The  new 
government,  whatever  it  was,  always  had  to 
take  recourse  to  a  series  of  ingenious  methods  to 
regulate  finance.  In  the  past  a  handful  of 
adventurous  people  under  a  capable  leader  were 
able  to  establish  a  new  dynasty.  In  the  nature  of 
things  they  certainly  did  not  have  anything  in  the 
way  of  funds.  The  provinces  through  which  they 
passed  supplied  their  necessaries,  and  it  was  only 
long  after  the  establishment  of  the  dynasty,  after 
all  opposition  had  been  crushed,  that  they  had 
even  time  to  look  after  finance.  In  the  meanwhile 
their  main  concern  was  to  pay  the  soldiery,  and 
the  problem  was  easily  solved,  as  for  example,  in 
the  case  of  the  Manchu  soldiery  at  Yangchow,  by 
permitting  the  soldiers  to  loot.  Even  with  the 
preaching  of  the  high  ideals  of  Young  China  to-day 
the  old  time  method  of  looting  could  not  be  stopped 
in  the  case  of  Chang  Hsun's  troops  in  the  capture 
of  Nanking  so  late  as  1913. 

The  difficulties  of  communication  and  the  long 
stretches  of  country  over  which  the  rule  of  the 
Mings  or  the  Manchus  extended  certainly  made 
the  exercise  of  a  strict  financial  control  extremely 
difficult.     In  the  past  the  central  authority  was 
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satisfied  if  the  provinces  over  wHich  it  ruled 
provided  for  the  needs  of  the  metropolitan 
officials  and  of  the  army  which,  in  the  nature  of 
things,  was  almost  completely  under  the  control  of 
Peking.  Peking  rarely,  if  ever,  concerned  itself 
with  the  actual  internal  administration  of  any  part 
of  China  beyond  the  metropolitan  limits.  It  was 
moreover  an  impossibility,  although  the  taxes  were 
fixed  by  immemorial  custom  and  often 
strengthened  by  edicts  from  Peking.  The  central 
government  had  certainly  power  to  check  the 
ofiicials  when  they  transgressed  the  bounds  in 
any  manner,  and  when  the  people  complained  of 
them.  But  the  provincial  governments  were  not 
forced  to  obey  the  orders  of  Peking  as  regards  the 
amount  of  the  taxes  or  the  manner  of  collecting 
them.  The  provincial  officials  were  certainly 
diligent  in  collecting  as  much  as  they  could 
because  they  had  to  manage  the  affairs  of  their 
charge  as  best  they  could  and  remit  certain 
specified  tribute  both  in  kind  and  money  to  Peking. 
It  is  difficult  to  find  an  example  of  the 
relations  of  the  provincial  governments  to 
the  central  government  in  Peking.  The  nearest 
parallel  is  that  between  the  British  Colonies  and 
the  Home  Government,  with  this  difference  :  the 
Colonies  do  not  in  any  way  contribute  to  the 
maintenance  of  the  government  of  Great  Britain. 
It  is  true,  no  doubt,  that  from  the  viceroy  down  to 
the  lowest  official  almost  everyone  was  liable  to 
removal  by  Peking  at  a  moment's  notice,  in  some 
cases  liable  to  forfeiture  of  life  and  property,  for 
no  reason  whatever ;  but  so  long  as  the  officials  did 
not  incur  the  displeasure  of  the  Court  at  Peking 
they  had  absolute  authority  in  their  own  provinces, 
and  there  was  practically  no  check  on  them  so 
far  as  financial  administration  was  concerned. 
Peking  was  satisfied  so  long  as  each  province  sent 
its  quota  of  tribute ;  beyond  that  its  efforts  were 
mainly  directed  towards  checking  the  absolutism 
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of  the  officials  in  the  provinces.  For  instance,  by 
an  edict  of  the  Emperor  promulgated  over  200 
years  ago  the  land  taxes  were  permanently  settled, 
and  the  provincial  officials  were  not  allowed  to  add 
to  the  total ;  but  the  edict  was  ingeniously  evaded 
by  making  no  change  in  the  land  tax,  but  adding 
on  to  it  a  number  of  superfluous  items  like  rice  tax, 
collection  tax  and  a  number  of  others,  all  to  be 
paid  out  of  the  land.  The  net  result  to  the  tax- 
payer was  that,  although  by  the  strict  letter  of  the 
law  the  amount  payable  on  land  could  not  be 
increased,  he  had  to  pay  invariably  as  much  as 
twice  or  thrice  the  regulation  total.  In  the  nature 
of  things  in  China  it  was  only  under  extreme 
tyranny  that  people  have  been  desperate  enough 
to  complain  about  officials,  who  had,  and  still  have, 
practically  the  power  of  life  and  death  over  them 
without  even  a  semblance  of  a  judicial  trial. 
The  central  government  was  as  a  rule  too  far 
removed  to  exercise  proper  control,  and  in  a  few 
cases,  when  the  Court  did  hear  of  oppressions,  it 
was  found  that  it  dared  not  oppose  the  actions  of 
the  provincial  officials  for  fear  that  the  provinces 
concerned  might  hold  it  as  an  excuse  to  remit  less 
than  the  sums  allotted  to  them. 

Until  about  sixty  years  ago  expenditure  for 
actual  governance  of  the  people  was  almost 
stationary  for  the  simple  reason  that  this  country 
held  absolutely  no  intercourse  with  the  outside 
world  except,  perhaps,  in  one  or  two  ports.  The 
problem  was  extremely  easy.  So  long  as  the 
provinces  were  able  to  send  the  necessary  quota 
to  Peking,  there  was  not  much  concern  as  to  how 
things  fared  among  the  people.  Trade  was  very 
restricted.  There  was  rarely  large  interchange  of 
commodities  beyond  a  radius  of  five  or  ten  miles. 
So  the  problem  of  roads  was  extremely  simplified. 
There  were,  however,  excellent  water  communica- 
tions, which  would  have  helped  the  people  if 
they    had    been    minded    to    extend    commerce; 


FINANCE  IN  CHINA 

but  as  the  principal  object  of  these  canals  was  to 
facilitate  the  sending  of  the  tribute  to  Peking,  it 
would  have  almost  been  extremely  difficult  for 
the  people  to  have  used  these  communications 
for  the  purpose  of  commerce.  The  principal  items 
of  expenditure  were  the  Court  and  officials,  civil 
and  military;  otherwise  there  was  practically 
nothing  to  spend  on,  except,  of  course,  help  on 
occasions  of  famine  or  scarcity.  As  a  rule,  in  times 
of  famine  or  scarcity  the  people  died  by  thousands 
for  the  simple  reason  that,  with  no  facility  for 
transport,  it  was  impossible  to  bring  grain  or  rice 
to  the  dying  people  even  though  a  neighbouring 
province  might  be  reeking  with  grain.  Even  the 
collection  of  taxes  was  made  more  according  to 
the  feudal  ideals  of  the  Carlovingian  times  than 
by  any  approach  to  modern  methods.  The  head 
man  of  the  village  had  to  collect  however  much 
he  could,  of  course  supposedly  on  the  basis  of 
the  assessment  and  the  laws  of  the  country ;  he 
had  to  satisfy  the  needs  of  his  village  and  remit 
a  certain  amount  to  the  head  of  the  district. 
The  head  of  the  district  received  from  so  many 
villages  a  certain  total.  The  governor  did  not 
concern  himself  as  to  how  much  he  received  from 
each  of  these  villages.  The  head  of  the  district 
had  only  to  send  so  much  to  the  governor  after 
minding  all  his  needs,  and,  so  long  as  that 
amount  was  despatched,  it  was  the  practice  that 
the  governor  did  not  concern  himself  about  the 
rest.  It  was  more  on  the  basis  of  farming  taxation 
that  the  government  worked  even  up  to  the  last 
years  of  the  Manchu  regime. 

Since  the  dawn  of  history  there  was 
practically  only  one  source  of  taxation.  From 
time  immemorial  land  had  contributed  to 
all  the  needs  of  the  governmental  expenditure. 
There  was,  of  course,  even  before  the  days  of 
foreign  intercourse,  the  barrier  taxes,  or  taxes 
on  goods  in  internal  transit,    which,    however,    in 

6 


INTRODUCTION 

the  old  days  gave  very  little  revenue,  as  the 
internal  trade  in  this  country  even  between  one 
place  to  another  within  a  district  of  a  province  was 
extremely  limited.  Owing  to  want  of  means  of 
communication  and  the  very  low  standard  of 
living  of  the  people,  exchange  of  commodities 
was  restricted  within  very  narrow  limits.  The 
wants  of  the  people  were  absurdly  small,  and 
rice,  the  staple  food,  was  grown  in  practically 
every  province,  so  much  so  that  very  little 
passed  from  one  place  to  another.  There  were, 
of  course,  cumbersome  taxes  like  licenses,  likin 
and  profession  taxes  and  tax  on  pawn  shops. 
All  these  together  yielded  very  little  in  the 
palmiest  days,  while  giving  enormous  room  for 
peculation.  It  was  only  in  recent  years  that 
salt  became  a  source  of  revenue  when,  owing 
to  rebellion  and  internal  troubles,  the  Manchu 
government  had  to  look  for  more  revenue. 

So  long  as  China  had  little  or  no  intercourse 
with  the  outside  world  no  need  was  felt  for 
change,  and  apart  from  the  petty  Court  troubles 
the  Government  had  practically  nothing  to 
regulate  or  adjust.  An  autocratic  government 
of  the  kind  to  which  China  is  accustomed 
practically  precludes  the  people  from  causing 
any  embarrassment  so  long  as  the  military  is 
loyal  to  the  throne;  but  the  entry  of  foreign 
nations  and  the  increase  of  foreign  interests 
in  the  country,  brought  about  a  different 
situation.  The  government  could  not  adopt 
towards  foreigners  the  same  tone  that  it  could, 
and  has  been  accustomed  to,  use  towards  its  own 
people.  Even  when  trade  was  in  such  a  position 
iiuat  it  was  almost  entirely  profitable  to  China 
and  not  to  the  foreign  dealer,  the  Chinese 
authorities  were  generally  in  the  habit  of 
thinking  that  they  were  doing  a  great  favour 
to  the  foreigners  in  letting  them  pay  for  the 
tea   and    silk   of   the    country.        The    letter   of 
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Ch'ien  Lung  to  George  the  Third  almost  naively 
states  that  the  Emperor,  in  his  beneficence, 
allowed  the  English  merchants  to  buy  as  much 
tea  in  China  as  they  needed,  and  Ch'ien 
Lung  almost  reproaches  the  English  merchants 
for  daring  to  ask  him  to  let  them  trade  in  other 
ports  but  Canton,  where  alone  they  were  allowed 
to  trade  during  that  period.  The  whirligig  of 
time  brought  its  remedies.  It  is  unnecessary  for 
me  to  go  into  the  history  of  China  and  the  manner 
in  which  her  pride  was  shattered  and  she  was 
forced  to  let  foreigners  trade  in  different  ports.  It 
is  unfortunate  for  the  country  that  the  progress  of 
trade  has  not  been  such  as  to  be  entirely  beneficial 
to  her.  In  contrast  to  the  days  when  the 
foreigners  brought  silver  besides  goods  to  pay  for 
the  produce  of  this  country  the  course  of  time  and 
the  apathy  of  the  Chinese  have  brought  about 
a  situation  wherein  the  latter  have  not  even 
had  enough  produce  to  pay  their  purchases  with. 
Whatever  the  causes,  the  total  volume  of  trade 
brought  about  only  increased  embarrassment, 
although,  however,  there  were  other  compensa- 
tions that  contributed  to  reduce  it. 

For  various  other  reasons,  the  decline  of  the 
Manchu  power  was  almost  concurrent  with  the 
increase  of  foreign  intercourse.  Less  and  less 
revenue  was  reaching  the  coffers  of  the 
government,  and  less  and  less  revenue  was 
available  for  public  purposes.  A  venal  Court, 
dominated  for  years  by  eunuchs  of  the  type  of 
Li  Lien-yung  and  Chang  Yiian-fu,  a  set  of 
officials  like  the  notorious  Prince  Ching,  whose 
only  object  was  to  enrich  himself  at  the  expense 
of  the  state,  and  the  general  wrangles  among  the 
Imperial  clans  that  led  to  the  relegation  of  the 
actual  affairs  of  the  government  to  the  background, 
only  contributed  to  each  one  helping  himself  as 
much  as  he  could  to  the  public  funds,  to  the 
detriment  of  the  state.      The  army  was  starved, 
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the  morale  of  the  pubhc  deteriorated,  and  the 
example  the  Court  set  to  the  provincial 
governments  was  almost  deplorable.  With  few 
exceptions  of  honourable  men,  the  provinces  vied 
with  each  other  in  imitating  the  peculation  and 
the  venal  corruption  of  Peking,  so  much  so  the 
state  was  almost  rotten  to  the  core.  It  was  at 
this  time  that  China,  proud  with  its  ancient 
traditions,  and  almost  stupidly  contempuous  of 
the  foreigner,  felt  the  impact  of  the  West.  It 
was  the  irony  of  fate  that  almost  within  two 
years  of  the  contemptuous  treatment  of  foreigners 
and  foreign  trade  by  Viceroy  Lin,  of  Canton, 
the  British  should  have  been  at  Nanking  dictating 
terms  to  the  Imperial  representative  and  forcing 
the  once  proud  Emperor  Tao  Kuang  to  submit 
to  their  terms.  About  twenty  years  later  Peking 
was  entered  by  the  same  foreigners,  and  the 
progress  of  time  only  tended  to  bring  more  into 
the  limelight  the  weakness,  physical,  moral,  and 
financial,  of  the  once  great  empire. 

Only  late  in  the  day  the  authorities  awoke 
to  a  proper  realization  of  the  position,  and  some 
attempt  was  made  towards  retrieving  their  fallen 
fortunes.  Although  it  was  a  question  of  infusing 
sufficient  morale  and  character  into  the 
administration,  it  was  equally  one  of  finding 
sufficient  revenue  to  meet  the  expenditure  made 
compulsory  as  a  result  of  the  influences  due  to 
the  increase  of  foreign  interests.  For  the 
first  time  in  her  existence  China  found  that  she 
could  not  remain  entirely  isolated  from  the  rest 
of  the  world.  She  found,  to  her  cost,  that 
international  morality  considered  that  weaker 
nations  always  went  to  the  wall.  Before  the 
sixties  of  the  last  century  the  government  of 
China,  as  a  government,  had  no  obligations  to 
anybody,  either  within  or  without  the  country. 
Concomitant  with  the  corruption  of  the  govern- 
ment bringing   in   less   in  the   shape  of   revenue 
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than  in  previous  years,  the  obligations  towards 
foreigners  were  slowly  but  surely  mounting  up. 
Ever  since  the  Treaty  of  Nanking,  when  China 
had  to  pay  21  million  taels  to  the  British 
government  for  the  foolish  bonfire  of  opium  in 
Canton  two  years  previous,  it  has  been  her 
unfortunate  lot  that  the  actions  of  her  stupid 
officials  generally  led  to  increased  indebtedness. 
Vast  as  is  the  total  of  her  obligations 
she  has  had  to  pay  more  than  half  as  indemnities 
to  the  different  Powers.  In  any  case  all'  this 
tended  towards  increasing  her  expenditure  at  a 
time  when  the  misgovernment  of  the  country 
brought  in  less  in  the  shape  of  revenue.  If  the 
people  had  been  profiting  out  of  the  misgovern- 
ment, if  they  had  been  paying  less  in  taxes  to 
the  officials,  and  if  the  want  of  watchfulness 
either  in  Peking  or  in  the  country  had  been 
responsible  for  their  profiting  in  any  manner,  a 
new  call  to  bear  additional  burdens  would  not 
possibly  have  been  felt;  but  the  fact  was  that 
the  taxpayer  was  ground  down  by  the  tyranny  of 
the  officials,  so  much  so  that  no  increase  of  taxation 
was  possible  without  exciting  acute  discontent. 
The  officials  were  growing  fat  on  the  peculation 
which  they  were  allowed  to  exercise  freely  so  long 
as  they  paid  sufficient  in  bribes  to  the  Court 
officials  at  Peking-  The  provincial  officials  had 
been  emboldened,  by  the  venal  support  they  had 
in  Peking,  to  offer  less  and  less  for  the  actual 
purposes  of  the  government. 

It  was  at  this  stage  that  the  increased  foreign 
obligations  led  to  a  demand  from  Peking  for 
more  in  the  shape  of  tribute  or  revenue.  The 
provincial  officials  were  almost  blissfully  ignorant 
of  the  reasons  why  more  revenue  should  have 
been  needed  then  than  at  any  previous  period; 
it  was  difficult  for  them  to  comprehend  the  vastness 
from  the  Chinese  point  of  view  of  the  indebtedness 
arising  out  of  the  several  indemnities,   especially 
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those  of  the  Chino-Japanese  War  and  the  Boxer 
outbreak.  As  a  matter  of  grace  the  provinces 
made  small  annual  contributions  towards  the 
payment  of  interest  of  the  Boxer  indemnity,  but 
they  either  could  not,  or  would  not,  understand 
that  the  total  payment  made  by  the  eighteen 
provinces  did  not  amount  to  two  and  a  half  per 
cent  of  the  total  indemnity,  that  is,  not  even  the 
annual  interest  on  the  total.  Year  after  year 
large  sums  had  to  be  paid  in  interest  and 
amortization.  Repeated  requests,  demands  and 
appeals  to  patriotism  met  with  very  little  response 
from  the  provinces.  The  several  famines,  floods, 
and  other  distress  in  the  country,  not  to  speak  of 
the  ever-present  and  sporadic  rebellions,  not  only 
led  to  increased  provincial  expenditure  but  also 
to  frequent  requests  to  Peking  from  the  provinces 
to  forego  partly  or  entirely,  or  to  postpone  payment 
of  the  sums  due  from  them.  In  the  venal  state  of 
affairs  the  Central  government  was  only  too  well 
aware  of  the  fact  that  there  were  no  means  of 
enforcing  the  demand  for  increased  contributions. 
The  removal  of  a  viceroy,  a  governor,  or  a 
treasurer  as  punishment  for  not  fulfilling  his 
duties  diligently  in  the  shape  of  sending 
contributions  to  Peking  was  one  of  the  few 
courses  that  remained  open  to  Peking;  it  was 
found,  however,  that  such  expedients  did  not 
help  towards  the  object  in  view.  When  the  whole 
body  politic  was  corrupt  it  was  impossible  for 
the  officials  who  were  directly  controlled  and 
appointed  from  Peking  to  do  anything  in  the  way 
of  increasing  revenue.  Hence,  during  the  last 
years  of  the  Manchu  regime,  the  government  had 
to  resort  to  fresh  borrowing  to  pay  sums  due  on 
old  accounts.  The  acute  distress  of  the  central 
authority  was  responsible  for  the  formulation  of 
schemes  to  mitigate  the  evils  of  the  then 
situation. 

There  was  general  agreement   on   one  point : 
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that  it  was  absolutely  necessary  that  the  central 
government  should  get  more  powers  into  its 
hands  at  least  on  purely  financial  matters.  The 
provinces  had  enjoyed  from  time  immemorial  the 
power  of  regulating  their  internal  finances  without 
any  supervision  whatsoever,  and  it  was  only  to 
be  expected  that  they  would  not  give  way  unless 
under  extreme  pressure.  To  exercise  control  over 
finances  certainly  meant  that  Peking  intended  to 
have  a  better  grip  over  the  provinces  in  other 
respects  likewise.  The  ship  of  the  Manchu  state 
was  rotten  to  the  core  at  that  time,  and  the  effort 
to  bring  about  centralization  of  power  was  a  rock 
on  which  it  finally  split. 

The  establishment  of  the  Eepublic  has  in  no 
wise  improved  the  position.  It  is  still  a  question 
of  how  to  obtain  any  revenue  at  all  in  contrast 
to  the  situation  during  the  closing  years  of  the 
Manchu  regime  when  efforts  were  being  made 
towards  increasing  the  revenue.  Peking  was 
vainly  endeavouring,  during  the  closing  years  of 
the  Manchu  dynasty,  to  make  the  provinces 
increase  their  contributions  to  the  central 
government  so  that  the  latter  might  be  able  to 
meet  honourably  its  foreign  obligations.  Although 
the  statesmen  of  that  period  were  perfectly  aware 
that  centralization  was  absolutely  necessary  for 
effective  reform  their  intention  was  to  progress  as 
slowly  as  possible,  and  the  Manchus  certainly  did 
not  hope  to  centralize  the  administration  for  years 
to  come.  The  Republic  on  the  other  hand  has 
started  with  a  fanfare  of  trumpets  for  the 
nationalization  of  the  whole  government.  Now 
as  before  it  is  admitted  that  radical  changes  in  the 
finances  of  the  country  are  essential  if  China  is 
to  meet  successfully  all  her  obligations  and  ensure 
confidence  in  foreigners  so  that  she  might  be  able 
to  borrow  more  for  her  needs.  It  is  almost  a 
paradox  that,  ever  since  the  establishment  of  the 
Republic,  there  has  been  no  national  finance.     The 
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several  budgets  that  have  been  presented  in 
Peking  are  all  simply  exercises  of  the  Ministers 
of  Finance ;  estimates  which  have  not  the  slightest 
chance  of  being  realized,  and  expenditure  which, 
however,  one  is  sure  of,  constitute  the  contents  of 
the  several  budgets  that  have  been  presented  in 
recent  years.  Peking  has  been  living  from  the 
receipts  of  the  railways,  the  Peking  Octroi,  the 
Crisp  Loan  and  other  innumerable  small  loans, 
the  proceeds  of  the  Quintiple  Loan  and  some  very 
small  doles  from  the  provinces.  The  provinces,  on 
the  other  hand,  have  had  very  little  in  the  shape 
of  revenue;  they  shifted  as  well  as  they  could, 
collecting  taxes  where  they  could  be  enforced  and 
issuing  paper  money  without  any  reserves  at  all. 
The  position  is  that,  in  spite  of  the  fact  of  the 
total  obligations  of  China  having  increased  by 
about  thirty  per  cent  during  the  short  space  of 
two  and  a  half  years,  it  is  almost  impossible  to 
expect  any  revenue  from  the  country  unless  and 
until  a  further  large  sum  is  spent.  It  means,  in 
plain  words,  that  a  further  big  loan,  which  is  now 
being  negotiated,  is  almost  absolutely  necessary  in 
order  that  the  government  might  be  able  to  effect 
reforms  that  might  be  productive  of  revenue. 

The  nature  of  the  government  and  the  absolute 
lack  of  control  over  the  absolutism  of  the  officials, 
the  crude  methods  adopted  towards  the  further- 
ance and  development  of  trade  all  contributed  to 
make  the  country  stagnant  from  the  industrial 
and  commercial  point  of  view.  If  trade  has 
improved  and  if  the  volume  has  multiplied  itself 
during  the  past  fifty  or  sixty  years,  it  is  in  spite  of 
the  obstacles  put  on  its  path  by  the  government 
and  of&cials.  Whatever  selling  was  done  was 
absolutely  necessary,  necessary  both  from  the 
point  of  view  of  the  foreign  purchaser  as  well  as 
the  Chinese  middleman  who  saw  a  large  vista  of 
profits  in  the  business.  To  the  farmer  it  meant 
a  slight  profit  no  doubt,  but  the  benefits  he  derived 
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were  not  at  all  commensurate  with  the  risks  he 
took  of  having  produce  left  in  his  hands.  What- 
ever selling  was  done  by  foreigners  was  due  not 
so  much  to  the  needs  of  the  people  as  to  the 
insignificant  rise  in  the  standard  of  living,  mainly 
caused  by  the  advent  of  the  foreigner  and  foreign 
goods  in  China. 

Until  recently  there  was  practically  nothing 
which  could  be  dignified  by  the  name  of  industry 
in  this  country.  Here  again  it  is  the  impact  with 
Western  civilization  that  led  to  the  longing  in  the 
minds  of  some  intelligent  Chinese  that  the  adoption 
of  Western  industrial  methods  was  necessary  for 
the  regeneration  of  their  land  of  birth.  For  a 
while  there  was  a  wave  of  industrialism. 
Unfortunately  for  progress  even  patriotic  and 
well-meaning  Chinese  went  about  the  thing  in  a 
wrong  way.  Improper  acquaintance  with  the 
subject  of  industrial  progress,  want  of  training  and 
public  spirit  and,  above  all,  the  desire  to  hasten 
progress  led  to  the  failure  of  almost  all  the  initial 
enterprises.  It  should  have  been  apparent  to 
one  who  had  the  least  acquaintance  with  the 
industrial  progress  in  Europe  that  it  was  a  work 
of  several  decades,  and  if  success  has  crowned 
the  efforts  in  Europe,  the  path  has  been 
strewn  with  hundreds  of  failures.  In  Europe 
co-operation  was  much  easier  than  it  ever  has 
been  in  China,  and  capital  in  the  shape  of  liquid 
wealth  has  certainly  been  more  abundant. 
Further,  the  state  not  only  did  not  put  any 
obstacles  in  the  path  of  industrial  progress,  but 
gave  what  help  it  could  in  every  direction.  From 
the  very  beginning  the  desire  was  to  assume 
control  without  sufficient  knowledge,  and  to 
raise  capital  within  the  country  itself.  Both 
these  were  impracticable  dreams,  almost  impossi- 
bilities. Hence,  after  a  period  of  about  three 
decades  of  all  kinds  of  talk  about  industrial 
advancement,  the  sum-total  of  the  result  is  just 
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possibly  about  that  of  one  industrial  city,   say, 
m  tjie  United  States. 

It  is  a  truism  needing  little  proof  that  all  the 
financial  difficulties  that  the  country  has  been  in 
and  is  in  to-day  could  have  been  obviated  and  all 
obligations  met  if  only  the  hidden  resources  had 
been  properly  tapped.  For  a  long  while  it  has 
been  a  matter  of  common  knowledge  that  untold 
wealth  lies  buried  under  the  earth  in  China,  and 
with  sufficient  capital,  enterprise  and  honest 
management,  the  working  of  this  should  prove  of 
incalculable  benefit  to  the  country.  Here  again, 
as  in  the  case  of  industrial  progress,  the  self- 
sufiiciency  of  the  Chinese  brought  about  a  result 
not  very  encouraging  or  useful  to  the  country. 
There  was,  and  is,  not  a  ghost  of  a  chance  of  the 
Chinese  finding  sufiicient  capital  or  being  able  to 
work  the  mines;  hence  the  dog-in-the-manger 
policy  was  adopted  of  not  letting  the  foreigner, 
who  is  capable  of  doing  such  work,  profit  out  of  it. 
The  scandal  of  the  several  concessions  and  the 
obstructions  put  on  the  part  of  working  these 
concessions  by  the  provincial  authorities  and 
people  are  too  well  known  to  need  repetition. 
Suffice  it  to  say  that  not  the  tiniest  fraction  of  the 
mineral  resources  of  the  country  has  been  tapped 
so  far. 

To  a  certain  extent  foreign  capital  has  been 
requisitioned  to  improve  communications  by  the 
building  of  railways  and,  in  a  few  cases,  to  help 
industrial  advancement.  It  must  be  noted  that 
in  almost  all  cases  where  foreign  capital  has  been 
allowed  ^to  be  employed  in  this  way  it  has  proved 
beneficial  to  the  government  and  people  of  this 
country.  Of  course  the  total  is  in  no  way 
commensurate  with  the  needs,  or  the  extent  or 
possibilities  of  the  country.  It  is  only  during 
recent  months  that  a  number  of  big  railway 
concessions  have  been  granted  to  four  different 
nationalities,  and  it  is  to  be  hoped   that  this   will 
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prove  the  beginning  of  a  new  policy  to  employ 
foreign  capital  and  intelligence  as  fully  as  possible 
for  the  benefit  of  China  and  foreigners. 

The  evolution  of  trade  in  China  is  an 
interesting  study.  The  methods  of  banking, 
currency,  and  general  tradal  finance  have  changed 
very  little  during  a  century,  and  although  these 
methods  have  served  some  useful  purpose  in  the 
past,  they  are  not  great  helps  to  trade  at  the 
moment.  Radical  changes  in  currency  and 
banking  are  being  contemplated  by  the  govern- 
ment, and  a  good  deal  would  have  to  be  done 
before  trade  could  flow  as  freely  and  as 
fully  as  possible.  In  fact  reform  is  in  the  air,  and, 
although  very  little  has  been  done  so  far,  the 
proposals  for  reformation  are  as  a  rule  as  radical 
as  they  could  possibly  be. 

It  is  unfortunately  too  true  that  the  several 
proposals  that  have  been  made  for  reform  in  the 
administration,  trade,  finance  and  currency,  have 
usually  the  fault  of  taking  too  little  stock  of  the 
past.  It  is  not  generally  understood  that  a 
nation  so  ancient  as  China,  with  a  history  reaching 
far  into  the  past,  could  not  be  changed  at  will  by 
enthusiasts.  One  has  to  study  carefully 
progress  in  the  past  to  suggest  methods  for  the 
future,  in  government,  banking,  or  currency.  It 
is  sheer  absurdity  to  suggest  a  scheme  that  runs 
counter  to  the  genius  of  the  people.  Bad  as  many 
of  the  methods  of  the  Chinese  may  be  to-day,  it 
must  be  recognized  that  these  methods  were  once 
the  right  ones,  and  a  nation  could  not  have  lived 
and  progressed,  even  though  stagnated  for  a  time, 
on  thoroughly  wrong  methods.  The  nation  must 
work  upward  by  its  own  effort,  and  its  road  must 
be  through  colonnades  of  courts  and  peristyles  of 
its  own  building.  No  reform  could  shake  off  the 
traditions  of  the  past,  and  the  safest  and  the  most 
effective  method  to  bring  about  any  change  is  to 
build  on  the  old  foundations.      The   soul    of    the 
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people,  as  Gustav  Lebon  says,  can  not  be 
altered ;  and  there  is  no  doubt  that  there  is  much 
that  is  good  in  the  Chinese  which  has  been 
corrupted  and  vitiated  by  several  causes,  into 
which  it  is  needless  to  go  in  detail.  To  arrive  at 
a  proper  understanding  of  the  position  and 
development  of  the  economics  of  this  country 
it  is  necessary  to  go  a  little  into  the  past,  and  only 
when  the  exact  financial  position  of  China  is 
understood  will  it  be  possible  or  practicable  to 
suggest  reforms. 


17 


Chapter  II. 


CHINA'S    INDEBTEDNESS 

The  idea  of  a  national  debt  or  public 
borrowing  is  one  of  recent  growth,  even  in 
Europe.  Loans  for  public  developments  or 
other  public  purposes  by  governments  or  other 
public  bodies  developed  along  the  lines  of 
co-operative  public  business  in  Europe.  Sums 
of  any  magnitude  were  raised  by  governments 
in  Europe  in  the  past  only  on  unavoidable 
occasions,  as  periods  of  war,  famine,  or  other 
ravages.  Until  very  recent  times  in  periods  of 
war  the  people  of  districts  through  which  the 
troops  passed  supplied  the  necessaries,  and  it 
was  precisely  for  that  reason  that  war  was 
dreaded  more  by  the  people  of  the  nation  waging 
it  than  by  the  enemy.  The  Nineteenth  Century 
evolved  a  plan  for  distributing  the  burden  both 
in  amount  and  time ;  and  national  debts  are  the 
corollaries. 

The  evolution  of  national  and  municipal 
debts  in  European  countries  has  been  on  lines 
parallel  with  the  evolution  of  centralized  govern- 
ment. The  rise  of  democracy  and  autonomy 
in  the  different  states  of  Europe  was  made 
subservient  to  the  control  of  a  centralized 
authority,  which,  in  its  turn  got  its  mandate 
from  the  different  sections  of  the  state.  In  a 
number  of  instances  want  of  individual  responsi- 
bility led  to  great  accumulation  of  national 
debts  and  special  precautions  have  had  to  be 
taken  to  save  such  states  from  bankruptcy — which 
would  have  been  inevitable  if  it  were  an 
individual  who  was  similarly  situated. 
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Public  Debt. 

In  China,  on  the  other  hand,  the  evolution 
of  a  public  debt  is  almost  obscured  by  the  mist 
of  the  past.  Even  now  the  significance  of 
national  indebtedness  is  not  sufficiently 
understood,  even  by  the  officials  of  the 
government.  In  the  past  there  was  little 
occasion   to   make  a   public  issue. 

In  theory  and  in  practice  every  individual 
of  the  state  lived  only  at  the  pleasure  of  the 
Sovereign  or  his  agents,  and  the  wealth  and 
property  of  such  individuals  were  entirely  at 
the  disposal  of  the  sovereign  and  his  servants. 
When  money  was  needed  for  any  purpose  the  rich 
man  was  forced  to  contribute,  whether  he  was 
willing  or  not.  As  a  matter  of  fact,  the  average 
citizen  of  the  country  never  questioned  the  right 
of  the  Emperor  to  take  away  all  his  wealth  if  the 
Emperor  or  the  state  should  be  so  minded. 
This  practice  was,  however,  not  widely  adopted 
generally  because  the  officials  did  not  want  to 
incense  the  people.  Except  on  extremely  rare 
occasions  it  was  not  even  necessary  to  do  so, 
because  the  expenditure  of  government  on 
ordinary  occasions  was  extremely  small,  and  in 
times  of  strife  or  revolt  the  troops  helped 
themselves  to  the  lives  and  property  of  the  people 
of  the  town,  where  they  camped.  Nevertheless, 
there  have  been  several  instances  in  which  the 
treasury  at  Peking  has  been  altogether  depleted, 
and  all  the  usual  methods  were  of  no  avail  to  fill 
the  coffers.  Hence,  long  before  the  idea  of  paper 
money  ever  came  into  Europe,  China  had  several 
large  issues,  the  chief  of  them  being  during  the 
reign  of  Jen  Tsung.  In  the  reign  of  Hien  Feng 
several  million  taels  were  issued  in  paper 
notes;  the  people  readily  accepted  them 
and  the  paper  notes  circulated  with  even 
greater     ease     than     actual     sycee.      All    these 
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were  practically  inconvertible  paper  issues, 
the  idea  of  having  reserves  to  meet  paper 
being  quite  a  modern  one.  In  any  case  during 
the  first  half  of  the  19th  Century  there  was 
practically  no  public  debt,  and  even  the  paper 
issues  constituted  almost  an  insignificant  total. 
At  the  same  time  intrigues  of  the  Court  and 
the  general  inefficiency  of  the  central  authority  in 
Peking  brought  about  a  state  of  affairs  under 
which  the  tribute  received  by  the  central  authority 
in  Peking  at  times  almost  dwindled  to  nothing. 
At  the  close  of  the  first  half  of  the  19th  century 
the  government  at  Peking  was  almost  always 
impecunious.  Fortunately  for  itself,  it  had 
planted  Tartar  generals  with  Manchu  garrisons 
in  different  parts  of  the  country,  and  thus  the 
government  was  saved  the  immense  trouble  of 
having  to  feed  and  maintain  the  garrisons,  except 
those  at  or  near  Peking.  The  only  expense  of 
the  Government  was  toward  the  maintenance  of 
the  Court  and  the  large  numbers  of  idle  princes 
and  hangers-on.  Of  course  there  was  no 
accounting;  but  there  was  what  in  a  modern 
state  constitutes  a  civil  list.  The  officials  in 
power  got  what  they  could  out  of  the  of&cials 
in  the  provinces,  both  legitimately  and  in 
bribes, — the  latter  bringing  in  larger  sums  than 
legitimate  contributions.  The  Manchu  govern- 
ment has  certainly  had  small  revolutions  and 
revolts  to  put  down,  but  until  the  Taiping 
Rebellion  and  the  advent  of  foreigners  it  never 
had  any  serious  trouble  to  encounter,  and  thus 
there  was  no  necessity  to  look  for  money  for 
a  big  military  campaign.  The  rash  acts 
of  the  Chinese  oflBcials  and  people,  such  as  the 
burning  of  the  opium  by  Viceroy  Lin  at  Canton, 
brought  about  a  very  serious  problem  before  the 
central  government— especially  as  it  invariably 
had  to  recoup  losses  inflicted  on  foreign  trade 
from    time    to    time,    partly   through   misunder- 
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standing  and  partly  through  the  foolish  belief 
that  pin  pricks  would  -drive  away  the  foreigners 
from  the  country.  The  provincials  in  many 
cases,  with  the  connivance  of  the  high  officials  in 
Peking,  time  and  again  did  injury  to  foreigners 
and  their  commerce,  and  on  most  occasions  they 
escaped  punishment  until  the  foreigners  were  fully 
exasperated.  Thus,  from  the  very  beginning, 
a  new  source  of  embarrassment  to  the  government 
arose  in  that  the  indemnities  for  losses  to 
be  paid  foreigners  amounted  to  large  sums  on 
several  occasions. 

The  history  of  China  in  so  far  as  her  relations 
with  the  outside  world  are  concerned  is  chiefly 
the  history  of  her  foreign  loans.  The  progress 
of  negotiations  leading  to  the  conclusion  of  the 
several  loans  and  the  scramble  among  the 
different  Powers  to  lend  much  money  to  her 
with  as  little  security  as  possible  would,  if  only 
a  fractional  part  of  the  correspondence  and 
interviews  be  made  public,  be  sufficient  to  write 
narratives  thrilling  with  details  and  intrigues. 
The  light  thrown  in  the  case  of  negotiations  of 
many  a  loan  in  the  past  has  been  very  meagre 
for  the  principal  reason  that  neither  the  methods 
of  China  nor  of  any  other  foreign  lenders 
would  stand  the  full  glare  of  moral  scrutiny. 
In  the  early  days  it  was  to  a  very  large  extent 
true  that  China  was  not  anxious  to  contract 
obligations,  especially  with  foreigners.  It  is 
also  true  that  money  was  practically  thrown  at 
China  in  a  few  cases,  while  in  not  a  few  others, 
especially  in  relation  to  the  amount  demanded 
as  indemnities,  the  nations  of  Europe  had  to 
convert  them  into  loans  in  view  of  the  fact  that 
lender  the  impecunious  conditions  in  which  China 
had  remained  for  nearly  half  a  century  she 
certainly  could  not  pay  up  the  amount  demanded. 
I  have  mentioned  already  that  there  was  no 
national  patriotism  in   China.      The  obligations 
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entered  into  by  the  Central  Government  are  as 
a  matter  of  fact  the  obligations  which  the 
Government  at  Peking  was  forced  to  enter  into 
and  were  considered  by  the  different  provinces 
as  of  no  concern  to  themselves.  Some  of  the 
provincial  authorities  began  even  to  question 
the  right  of  Peking  to  increase  the  annual 
contribution  on  the  plea  that,  especially  in  a 
country  with  such  a  past,  immemorial  customs 
could  not  be  altered. 

Since  the  first  known  foreign  loan  in 
1865  there  has  been  a  succession  of  the  most 
extraordinary  and  unproductive  loans  in  the 
history  of  any  country.  Whatever  information 
we  have  about  the  different  loans,  excepting 
the  figures  and  the  published  terms,  has  been 
obtainable  only  because  of  internal  dissensions 
among  the  Chinese  statesmen  in  authority  and 
old  jealousies  among  the  lending  syndicates, 
necessitating  the  publication  of  a  good  deal  of 
information  from  time  to  time.  Only  the 
negotiations  in  connexion  with  what  is  now 
known  as  the  Quintiple  Loan  are  more  or  less 
fully  published. 

First  Period  :  1865-1880. 

The  first  foreign  loan  availed  of  by  China 
was  negotiated  in  1865,  when  she  borrowed 
money  from  Russia  to  equip  an  expeditionary 
force  to  Hi.  At  that  time  Russia  was  taking 
away  the  Siberian  provinces  of  China  piecemeal, 
and  she  was  only  too  anxious  to  get  China  under 
some  sort  of  obligation  or  other;  hence 
practically  no  security  was  demanded  although, 
however,  China  returned  the  money  in  full 
some  time  later.  By  this  time  the  Imperial 
Maritime  Customs  had  been  organizeid,  and 
though  the  revenues  were  infinitesimal  as 
compared  to  the  totals  to-day,  it  is  extremely 
suggestive  that  from   the   very   first  the   Chinese 
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considered  that  the  Maritime  Customs  revenue 
should  stand  security  for  all  the  money  they 
might  borrow  from  foreigners.  It  was  only 
a  naive  effort  of  the  Chinese  to  make  the 
foreigner  pay,  unmindful  of  the  consequences 
to  the  country.  It  is  a  pity  that  the  powers 
that  be  imagined  that  it  was  almost  ingenious 
to  adopt  the  plan  of  getting  money  from  the 
foreigner  for  their  needs  and  in  making  him 
pay  in  order  to  help  them  to  repay  the  loans. 
The  second  foreign  loan  was  raised  in  Shanghai 
on  the  security  of  the  Customs  as  early  as  1866. 
The  next  important  loan  was  for  2  million  taels, 
and  this  time  the  purpose  was  to  defray  the 
expenses  of  an  expeditionary  force  to  Formosa. 
The  two  succeeding  loans  were  raised  in  1877 
and  1878,  and,  like  the  previous  ones,  were  for 
purely  military  purposes,  and  as  in  the  case  of 
the  previous  loans  the  Customs  revenue  did 
duty  as  security.  The  Hongkong  and  Shanghai 
Bank  loaned  5  million  taels  on  the  security  of 
the  duties  at  Wenchow,  Canton,  Shanghai  and 
Hankow,  the  extraordinary  feature  of  this  loan 
being  the  very  high  rate  of  interest  charged,  not 
because  the  bank  wanted  to  charge  interest,  but 
because  the  Chinese  themselves  offered  the 
terms.  Germany  gave  2|  million  taels  at  5^ 
per  cent  to  offset  the  loan  with  the  Hongkong 
bank.  The  next  loan  was  raised  in  1879,  the 
Hongkong  and  Shanghai  Bank  this  time  lending 
Taels  16,150,000  at  7  per  cent.  All  these  loans 
have    been    liquidated. 

It  is  a  noteworthy  fact  that  during  this 
period  China  was  just  recovering  from  the 
effects  of  the  great  Taiping  Eebellion,  and  all 
these  sums  were  needed  more  or  less  to  complete 
the  military  operations  for  the  final  subjugation 
of  the  revolt,  which  was  almost  general 
throughout  the  land.  Just  as  the  foreign  Powers 
helped    the    Chinese  to   put  down   the   Taiping 
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Rebellion,  these  loans  were  also  made  on 
the  initiative  of  foreigners,  and,  following  the 
old  precedent  of  the  Court  at  Peking,  the 
Chinese  foolishly  thought  that  the  foreigners 
wanted  to  propitiate  them.  There  is  no  doubt 
the  foreigners  did  want  to  have  the  goodwill  of 
the  Chinese  Court  and  the  Chinese  government. 
But  their  object  was  the  extension  of  trade,  and 
no  trade  was  possible  if  the  country  was  in  a 
perpetual  unrest;  they  helped  the  government 
to  put  down  the  rebellion,  and  the  only  manner 
in  which  they  could  render  further  useful  service 
was  to  supply  money. 

Second  Period:  1880-1895. 

For  some  time  there  was  a  lull  in  borrowing, 
as  the  Chinese  government  had  no  particular 
military  difficulty.  During  the  period  between 
1879  and  the  Chino-Japanese  War  in  1894 
the  Manchu  government  had  possibly  the 
most  complete  control  over  the  country. 
During  this  period  two  loans  were  concluded 
—one  in  1886  for  £115,080  or  Tls.  779,250, 
and  another  loan  of  five  million  Marks 
in  1887  with  a  German  firm  Avith  interest  at  5 
per  cent.  The  latter  loan  has  now  been  fully 
liquidated,  and  very  little  of  the  former  remains 
unliquidated. 

To  her  foolhardy  policy  in  embarking  on 
that  ill-advised  war  with  Japan  must  be  traced 
to  a  very  large  extent  all  China's  subsequent 
financial  troubles.  The  military  ambitions  and 
opinions  of  China  were  utterly  falsified  as  a 
result  of  the  crushing  defeat  at  the  hands  of  a 
nation  that  she  almost  despised.  The  defeat 
also  brought  about  a  certain  amount  of  loss  of 
credit  with  the  foreigners.  In  the  past  the  very 
fact  that  China  was  not  anxious  to  borrow  stood 
her  in  good  stead,  and  the  war  occurred  after  a 
period   of    some    sort    of   naval     and     military 
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reorganization.  Her  defeat  not  only  led  to  the 
loss  of  the  Liaotung  Peninsula,  Formosa  and  the 
nominal  suzerainty  over  Korea,  but  she  had  also 
to  pay  a  very  large  indemnity.  However  galling 
the  loss  of  territory  might  have  been  it  was  still 
worse  for  her  that  under  the  then  conditions, 
or  for  the  matter  of  that  under  even  present 
conditions,  it  was  impossible  to  pay  up 
indemnity  of  fifteen  millions  sterling  within  the 
period  stipulated.  The  national  treasury  was 
drained  to  the  utmost  to  prosecute  the  war.  To 
be  nearer  the  truth,  it  was  the  want  of  supplies 
due  to  the  want  of  money  that  made  the  defeat 
so  thorough  and  crushing.  The  position  was 
extremely  embarrassing.  There  were  no  funds 
even  for  the  urgent  necessities  of  the  daily 
governance  of  the  country,  and  even  during  the 
prosecution  of  the  war  it  was  found  that  money 
had  to  be  obtained  from  somewhere  in  order  to 
preserve  the  very  existence  of  the  government. 
Hence  once  again  the  Aladdin's  cave  of  the 
foreign  lender  was  entered  into,  and  two  loans  of 
one  million  sterling  each,  known  as  the  Cassel 
Loan  and  the  Arnhold  Karberg  Loan,  were  signed 
in  order  to  help  tide  over  the  immediate  financial 
deadlock  that  was  inevitable. 

The  indemnity  had  still  to  be  paid.  In  the 
meanwhile  political  complications  arose  over  the 
cession  of  the  Liaotung  Peninsula  to  Japan. 
Russia  did  not  look  with  favour  upon  Japan 
occupying  the  Liaotung  Peninsula,  and  France 
and  Germany  also  disliked  the  establishment 
of  Japan  in  the  mainland.  The  history  of  the 
coup  by  which  Japan  was  deprived  of  a  portion 
of  the  fruits  of  the  struggle  is  too  well  known 
to  need  repetition.  The  net  result  was  that 
the  Liaotung  Peninsula  was  still  lost  to  China, 
only  at  a  later  period,  and  she  had  to  pay  an 
additional  15  million  pounds  in  the  shape  of 
indemnity  to   Japan.       Russia  helped  China  to 
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raise  this  amount  to  pay  off  Japan;  two  loans 
for  400,000,000  francs  each  were  raised  by  Russia 
with  the  help  of  France.  The  proceeds  of  the 
two  barely  sufl&ced  to  pay  the  indemnity  and 
compensation  to  Japan.  The  financial  embarrass- 
ment of  Peking  stood  in  no  way  reduced,  even 
though  China  had  already  borrowed  two  million 
pounds  for  her  internal  expenditure.  Hence 
there  was  no  other  recourse  but  to  conclude 
another  loan  of  one  million  sterling  with  the 
Hongkong  and  Shanghai  Bank  in  order  to  keep 
things  going. 

This  was  certainly  the  beginning  of  the  end  of 
the  Manchu  administration.  From  this  period 
China  has  been  drifting  in  every  way,  although, 
however,  she  has  commanded  credit  for  larger 
sums  than  financiers  of  an  earlier  period  ever 
dreamt  of  offering  her.  It  is  almost  entirely 
due  to  international  jealousies  that  she  existed 
as  a  nation,  although  her  existence  has  been 
jeopardised  several  times;  and  on  many  an 
occasion  she  found  it  almost  impossible  to 
discriminate  between  friends  and  foes.  The 
country  began  to  drift  more  and  more  to  the 
verge  of  bankruptcy.  The  large  sums  that  had 
perforce  to  be  borrowed  meant  additional 
expediture  in  the  way  of  annual  interest 
and  amortization.  The  charges  on  loans 
amounted  to  over  20  million  taels.  From  the 
very  beginning  it  was  found  absolutely  impossible 
to  make  the  provinces  realize  the  importance 
of  sending  additional  revenue  to  Peking,  nor  was 
it  possible  to  manage  things  in  Peking  in  such 
a  manner  as  to  ensure  economy. 

The  vicissitudes  of  the  government  and 
intercourse  with  foreigners  were  arousing  a 
sentiment  of  nationality  more  or  less  unknown 
in  the  country  during  its  long  and  hoary  history. 
A  few  well-meaning  and  intelligent  people 
gauged     the     situation     and     found     that     the 
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existence  of  China  as  an  entity  depended  upon 
the  ability  of  her  statesmen  to  get  the  finances 
out  of  the  tangle  it  had  got  into;  but  the 
work  of  the  few  statesmen  and  patriots  was 
of  no  avail  in  the  face  of  the  corruption  and 
recklessness  of  the  Court  and  the  official  world. 
It  was  also  unfortunate  that  the  scheme  proposed 
by  well-meaning  patriots  partook  more  or  less 
of  a  visionary  nature.  A  plan  was 
proposed  to  raise  an  internal  loan  of  one  hundred 
million  taels  at  5  per  cent.  The  least 
acquaintance  with  the  practical  afiairs  of  the 
country  should  have  taught  the  proposers  of 
such  a  scheme  that  a  meagre  5  per  cent  was 
absolutely  inadequate  to  act  as  a  draw  for  the 
Chinese  savings.  From  time  immemorial  the 
Chinese  had  been  accustomed  to  hide  their 
wealth  from  the  officials  and  the  Court,  and  an 
exhibition  of  wealth  only  meant  the  loss  of  it, 
and  possibly  also  life.  Accustomed  to  this  state 
of  affairs,  is  it  any  wonder  that  even  the  people 
who  might  have  wished  to  help  the  government 
were  afraid  to  show  their  wealth  ?  So  long  as 
absolutism  was  the  order  of  the  day,  so  long  as 
personal  liberty  only  existed  at  the  whim  and 
fancy  of  the  official  in  power,  there  was  very 
little  display  of  wealth  even  in  European  countries. 
It  was  only  when  modern  methods  and  modern 
ideals  of  the  rights  of  individuals,  as  against  the 
rights  of  the  sovereign  or  the  state,  were  fully 
developed  and  recognized  that  individuals  were 
not  afraid  of  showing  and  spending  their  wealth 
in  whatever  manner  they  liked.  The  "  Young 
China  "  that  proposed  to  pay  off  the  foreign 
loans  by  raising  internal  loans  was  reared  in 
the  thoughts  and  principles  of  advanced  western 
liberalism.  They  took  very  little  stock  of  the 
actual  state  of  affairs  in  China ;  it  is  no  wonder 
that  the  proposal  to  raise  an  internal  loan  of 
100  million  taels  failed  miserably.      The  response 
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to  the  loan  was  only  to  the  extent  of  4  million 
taels,  and  most  of  this  amount  was  eaten  up  by 
the  sharks  who  masqueraded  in  the  garb  of 
patriotism. 

TraRD  Period  :  1895-1900.    , 

Drift  become  more  or  less  the  settled  policy 
of  the  government.  As  a  matter  of  fact  the 
Government  found  it  could  do  little  or  nothing  to 
ameliorate  the  situation.  Only  three  years 
elapsed  after  the  war  when  once  again  China 
found  herself  in  further  acute  diflBculties.  The 
war  with  Japan  brought  China's  weakness  into 
bold  relief,  and  with  the  gradual  penetration 
in  Manchuria  by  Russia,  a  period  of 
encroachment  by  the  Powers  on  China  set  in. 
Germany  seized  Kiaochow  in  1897  as  reparation 
for  the  murder  of  two  German  missionaries. 
To  counteract  German  influence  and  to  secure 
an  opportunity  in  Manchuria,  Russia  demanded 
Port  Arthur,  and  secured  it  on  lease  in  1898. 
Wei-hai-wei  had  to  be  leased  to  Great  Britain 
only  two  months  later  than  Russia's  occupation 
of  Port  Arthur,  as  Great  Britain  could  not  see 
Germany  and  Russia  advance  without  protecting 
her  own  interests. 

It  was  the  ambition  of  Russian  imperialist 
statesman  for  a  long  while  to  bring  under  the 
rule  of  the  Czar  the  whole  of  the  stretch  of  land 
from  the  North  Sea  in  Europe  to  the  Pacific  in 
Asia.  Only  Manchuria  and  Korea  stood  in  the 
way  of  the  complete  realization  of  the  Russian 
ambition,  and  now  that  Russia  had  secured  the 
lease  of  Port  Arthur  strenuous  efforts  were  made 
to  complete  the  scheme  by  taking  Korea  and 
Manchuria.  Russia  had  to  be  diplomatic,  for 
she  had  to  take  stock  of  the  certain  opposition  of 
England  and  Germany;  she  knew  that  Japan 
would  join  in  the  protest,  and  Japan  was  an 
uncertain    quantity    at    the    time.        So,      while 
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committing  inroads  into  China's  territories  and 
flouting  her  authority  in  Manchuria,  Mongolia, 
and  the  outlying  places  of  the  Empire,  Russia  also 
took  upon  herself  the  policy  of  posing  as  her 
friend.  The  best  title  of  friendship  at  the 
time  was  the  ability  to  supply  funds, 
especially  when  China's  financial  embarrassment 
was  extraordinarily  acute;  so  Russia  came  in 
with  the  proposal  to  raise  a  huge  loan  for  the 
needs  of  the  Peking  government,  and  she  was 
negotiating  with  France — Frence  has  always 
been  the  milch  cow  for  Russia — as  to  how  she 
could  arrange  to  pay  China  the  large  sum 
needed.  It  was  then  that  England  and  Germany 
awoke  to  the  seriousness  of  the  position.  These 
countries,  especially  England,  could  not  afford  to 
have  Russian  domination  and  influence  develop 
at  such  a  furious  pace.  Some  plan  had  to  be 
adopted  to  check  the  growth  of  Russian  influence ; 
and  so  they  arranged  to  give  whatever  money 
China  needed,  and  before  Russia  was  aware  that 
China  was  negotiating  elsewhere  at  all,  she  was 
surprised  to  find  that  an  Anglo-German  gold  loan 
for  16  million  pounds  was  signed  in  1898. 

With  the  accession  of  such  a  huge  sum  one 
would  naturally  have  expected  that  China  would 
have  taken  advantage  of  this  respite  to  set  her 
house  in  order,  at  least  to  find  means  to  raise 
sums  necessary  for  annual  payments  of  interest 
and  amortization.  It  must  be  understood  that 
all  the  loans  that  had  been  raised  so  far  had 
been  secured  on  the  Customs  duties,  although 
there  was  always  a  vague  suggestion  that  salt 
and  likin  should  do  duty  as  securities.  A  feeble 
attempt  was  made  by  the  Central  Government 
at  this  stage.  Peking  informed  the  provinces 
that  it  had  pledged  the  provincial  taxes  and  that 
revenues  on  certain  taxes  should  be  increased 
and  accounted  for  to  Peking.  In  spite  of  the 
explicit    statements    made    in    Imperial    Edicts 
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about  the  seriousness  of  the  position,  the 
provincial  authorities  were  wroth  at  the  stand 
taken  by  Peking,  and  all  attempts  to  organize 
revenue  and  systematize  it  failed  miserably. 

At  about  this  time  foreign  influence,  foreign 
education  and  the  return  of  the  foreign  educated 
Chinese  had  led  to  a  reform  movement,  and  the 
reformers,  almost  to  a  man,  were  opposed  to 
the  domination  of  the  Manchu  dynasty;  finding, 
however,  that  the  dynasty  was  yet  powerful 
enough  to  control  the  country,  they  preached  the 
benefits  of  industrialism,  while  preaching  the 
rankest  sedition.  Projects  for  the  construction 
of  railways,  mills,  iron  works,  and  all  kinds  of 
industrial  enterprises  were  in  the  air.  Few  had 
practical  experience,  either  in  finance  or  in  the 
working  of  any  industrial  concern.  Naturally 
most  of  the  projects  ended  in  talk.  The  position 
was  being  watched  by  foreigners  who  were  not 
slow  to  take  advantage  of  the  wave  of 
industrialism. 

The  first  cotton  mills  in  Shanghai  were 
established  at  about  this  time,  and  in  Hongkong 
a  very  active  movement  was  perceptible.  The 
Chinese  watched  the  whole  thing  with  interest, 
and,'  moreover,  the  success  of  their  own  people 
in  the  Straits,  Java  and  the  East  Indies,  proved 
an  incentive  to  active  organization.  At  every 
step,  however,  they  found  that  co-operation  was 
almost  a  matter  of  impossibility  in  China.  No 
money  was  available  for  any  of  even  the  most 
beautiful  projects,  and  it  was  exasperating  to 
find  that  the  foreigner  had  it  all.  As  this 
movement  was  national,  as  the  doctrines  preached 
by  the  young  reformers  were  as  much  against 
the  political  domination  of  the  Manchus  as 
against  the  economic  domination  of  the  foreigners, 
the  sponsors  of  industrial  advancement  found 
themselves  in  a  very  awkward  predicament. 
While    the    sum    total    achieved    under     purely 
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Chinese  auspices  proved  almost  infinitesimal, 
the  foreigners,  who  were  wide  awake  to  the 
extent  of  the  field  in  China,  attempted  to  utilise 
it  to  the  utmost.  While  the  Chinese  had  dreams 
of  railway  communication  between  Canton  and 
Peking,  Shanghai  and  Szechuen,  and  found  that 
they  themselves  could  do  very  little  towards 
realization,  the  foreigner  came  in  with  the 
proposals  to  the  government  for  concessions 
which  would  give  China  the  benefits  which  the 
reformers  wanted.  The  few  years  between  the 
Chino-Japanese  War  and  the  Boxer  outbreak 
were  significant  for  the  enormous  extent  of 
concession  hunting  that  became  the  vogue. 
Unfortunately,  however,  those  that  worked 
assiduously  for  concessions  were  rarely  men  of 
substance  or,  for  the  matter  of  that,  character, 
and  in  many  an  instance  the  result  was  not  very 
flattering  to  foreign  integrity.  Intrigues,  bribes, 
the  setting  up  of  national  interests  and  national 
influences  by  the  ears  were  rife,  and  the 
Government  found  that  it  was  gaining  very  little 
by  this  pother.  It  does  not  need  a  far  stretch 
of  imagination  to  know  that  most  of  the 
concessions  were  granted  through  the  most 
corrupt  influences  at  Court.  The  main  object 
was  not  to  improve  the  communications  or  the 
wealth  of  the  country,  but  simply  for  each 
individual  to  get  as  much  into  his  pocket  as 
possible.  Naturally  the  concessionaries  had  to 
encounter  the  opposition  of  the  reformers,  who 
were  not  slow  to  set  the  people  of  the  country 
against  the  concessionaires.  Whether  for  mines, 
or  for  railways,  or  other  industrial  works,  it 
was  always  found  that  the  people  were  entirely 
opposed  to  the  grant  made  to  foreigners;  they 
preferred  to  have  their  land  fallow  and  their 
mineral  wealth  lying  untouched  to  the  foreigner 
having  any  advantage.  There  were  also  a 
number    of    scandals    in    connexion    with    these 
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concessions.  The  principal  example  was  the 
Canton-Hankow  railway  concession,  given  to 
an  American  at  first,  and  sold  afterwards  to  the 
British;  the  scandal  in  connexion  with  the 
transfer  and  re-transfer  and  the  loss  that  the 
Chinese  Government  had  to  undergo  in  order 
to  get  back  the  right  to  build  the  railway,  was 
only  one  of  the  many  incidents  that  helped  to 
fan  the  anti-foreign  flame. 

It  is  noteworthy  that  all  the  furore  of  talk  and 
endeavours  toward  industrial  advancement  in 
China  resulted  only  in  the  establishment  of  the 
Han  Yeh  Ping  Company.  This  company  owes  its 
existence  purely  to  the  enterprise  of  the  old 
statesman  Chang  Chih-tung,  and  not  to  any 
young  reformer.  It  is  a  curious  conlmentary 
on  the  capacity  of  the  Chinese  that  such  an 
extraordinarily  profitable  works  as  the  Han 
Yeh  Ping  Works  should  have  been  brought  to 
such  a  pass  that  it  has  now  get  almost 
miserably  involved  in  financial  difficulties,  and  the 
works  should  have  become  practically  Japanese 
property.  The  only  other  purely  Chinese  industrial 
concern  that  was  organized  about  this  time  was 
the  China  Merchants  Steam  Navigation  Company, 
which,  however,  had  been  existing  since  1872.  This 
company  also  owes  its  existence  and  influence  to 
the  enterprise  of  one  merchant,  who  took  no 
part  in  politics  or  in  the  teachings  of  the  Young 
China  reformer.  In  both  these  instances  success 
was  principally  due  to  the  wise  policy  of  taking 
foreign  advice  and,  to  a  certain  extent,  having 
foreign  control. 

Not  every  effort  toward  concessions  for  the 
building  of  railways  in  China  ended  in  smoke 
or  scandal.  In  the  year  1899  China  contracted  a 
loan  for  £2,300,000  for  the  construction  of  the  line 
now  known  as  the  North  China  Railways  which 
has  long  been  completed  and  has  stood  during  the 
first  two  years  of  the   Republic   as  the  principal 
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source  of  revenue  to  the  Government.  At  about  the 
same  time  the  Chinese  Eastern  Eailway  was  built 
in  Manchuria,  although,  unfortunately,  lator, 
political  developments  converted  it  into  a  purely 
Russian  line.  At  about  this  time  the  Peking- 
Hankow  railway  concession  was  given  to  the 
Belgians,  and  the  line  was  constructed  by 
them;  but  it  was  redeemed  later  on  by  the 
Government  with  money  borrowed  through  the 
Anglo-French  Loan  of  1908. 

Fourth  Period  :  1900-1909. 

The  spirit  of  reform  was  catching  in  the 
country.  Under  the  tutelage  of  Kang  Yu-wei 
the  young  Emperor  Kuang  Hsu  became  imbued 
with  new  ideas,  and  seriously  meant  to  put  them 
into  practice.  Empress  Dowager  Tzu  Hse 
had  just  relinquished  the  reins  of  ofl&ce, 
or  at  least  pretended  to  have  handed  them  over 
to  the  Emperor.  Unfortunately  for  himself, 
the  Emperor  thought  that  she  was  no  longer  to 
be  counted  as  a  force  for  good  or  evil,  and 
attempted  her  removal,  but  he  got  removed 
instead.  The  forces  of  reforms  were  almost 
completely  routed  temporarily,  and  the  resumption 
of  the  reins  of  office  by  the  Empress  Dowager 
placed  a  certain  check  on  all  such  activities. 

While  the  ideals  of  reformation  preached  for 
some  time  had  no  effect,  it  was  a  misfortune  to  the 
country  that  the  hatred  of  the  foreigners  preached 
by  the  same  people  should  have  taken  root.  The 
resumption  of  power  by  the  Empress  Dowager 
encouraged  the  anti-foreign  movement,  and  was 
attended  with  more  serious  results  than  was 
dreamt  of.  Even  the  provinces  which  had 
imbibed  the  reformative  and  industrial  mania 
changed  their  attitude,  presumably  to  please 
the  Old  Buddha.  To  a  certain  extent  the 
provinces  had  reason  to  act  as  they  did, 
according    to    their    own    standpoint;    they    felt 
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that  for  the  sake  of  the  foreigner  they  had  to 
pay  more  and  more  to  Peking  each  year —  at  least 
Peking  was  demanding  more  and  more,  whether 
they  paid  it  or  not.  It  is  unnecessary  to  go  through 
the  various  causes,  events,  and  results  of  the  Boxer 
outbreak.  The  massacres  in  the  provinces,  the 
siege  of  the  Legations  and  the  murder  of  officials, 
the  relief  of  Tientsin  and  Peking  by  the  allied 
forces,  the  flight  of  the  Empress  Dowager  and 
the  Court,  and  the  suppression  of  the  outbreak 
finally  leading  to  the  peace  protocol,  are  matters 
of  history. 

The  result  of  the  outbreak  was  naturally  the 
very  heavy  retribution  that  fell  on  the  Chinese 
people,  innocent  and  guilty  alike,  and  claims  for 
huge  indemnities  were  made  by  the  foreign  Powers 
that  had,  or  were  alleged  to  have,  suffered  losses. 
No  doubt  remembrance  of  the  outrages  and  not  of 
the  actual  losses  led  to  the  fixing  of  fanciful  sums 
claimed  and  obtained  by  all  the  Powers  at  the 
point  of  the  bayonet.  The  debt  of  China  was  thus 
suddenly  increased  further  by  450  million  taels, 
with  exchange  at  3  shillings  per  tael,  by  the 
protocol  signed  in  September  1901.  Of  course, 
China's  finances  were  none  too  good,  and  she 
certainly  could  not  pay  this  sum  even  if  she  would. 
Consequently  it  was  arranged  that  the  total  should 
be  converted  into  a  debt,  with  interest  at  four  per 
cent.  For  the  purpose  of  amortization  the  loan  was 
divided  into  five  groups,  the  first  payment  toward 
principal  to  be  made  in  1916,  and  the  last  and  final 
payment  in  1940.  By  the  time  the  debt  is  paid  in 
full,  the  total  capital  and  interest  would  form  a 
respectable  sum  of  nearly  a  thousand  million  taels. 

It  is  almost  an  anomaly  that  while  demanding 
indemnities  the  Powers  had  to  find  for  China  the 
source  from  which  to  pay  these ;  so  China  was 
allowed  to  increase  the  import  duty  to  a  5  per  cent 
basis  and  levy  duties  on  several  articles  of 
merchandise    that    were    immune   from   taxation 
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formerly,  excepting  foreign  cereals,  flour,  gold 
and  silver  specie,  as  well  as  gold  and  silver 
bullion.  It  was  arranged  at  the  same  time 
that  all  the  loans  previous  to  the  indemnity 
should  be  the  first  charge  in  the  Customs 
revenue — indemnity  to  come  afterwards.  More- 
over, the  revenue  from  salt  not  offered  as 
security  for  previous  loans  was  also  made 
available  for  payment  of  this  indemnity. 

In  spite  of  the  fact  that  the  revenue  from  the 
Customs  was  improving  year  after  year,  it  was 
evident  that  the  surplus  was  only  sufficient  to  pay 
the  interest  and  amortization  on  loans  previous  to 
the  indemnity  loan.  The  government,  therefore, 
had  to  find  some  means  to  enable  it  meet  the 
interest  on  the  indemnity.  Under  the  graduated 
scale  of  payment  only  the  interest  had  to  be 
paid  up  to  1915.  The  sums  due  on  indemnities 
alone  varied  from  Tls.  19,990,000  in  1902 
to  Tls.  26,000,000  in  1905,  about  Tls. 
30,00,000  in  1911,  and  over  Tls.  33,000,000  in 
1932.  After  considering  several  proposals  put 
forward  by  the  ministers,  Peking  decided 
that  the  provinces  should  contribute  in  the 
following  ratio  : — 

Tls. 

Kiangsu    2,500,000 

Kiangsi    1,400,000 

Kwangtung     2,000,000 

Anhui    1,000,000 

Szechuan    2,200,000 

Honan     900,000 

Chekiang   1,400,000 

Fukien    800,000 

Hunan    700,000 

Hupeh   1,200,000 

Sinkiang    400,000 

Shantung       900,000 

Kuangsi     300,000 
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Tls. 

Shansi    900,000 

Kweichow     200,000 

Chihli    ,....      800,000 

Kansu    300,000 

Shensi 600,000 

Yunnan     300,000 

or  a  total  of  Tls.  18,800,000 — just  about  the  interest 
which  had  to  be  paid  in  the  first  years  of  this  loan. 
The  provinces  were  simply  asked  to  supply  the 
amount,  and  it  was  practically  left  to  their 
discretion  as  to  how  they  would  raise  it,  as  the 
extremely  weak  position  in  which  Peking  found 
itself  made  it  impossible  to  meddle  successfully 
in  provincial  finance.  It  is  true  that  the 
provinces  made  efforts  to  raise  this  sum,  but 
they  never  raised  this  total  at  any  period, 
although  fantastic  sources  were  raked  upon  to 
find  revenue. 

The  plans  to  raise  additional  revenue  were 
particularly  ingenious.  In  Kiangsu  a  tax  was 
imposed  on  title  deeds,  in  Anhui  on  pawn  shops, 
in  Szechuan  a  meat  likin  tax,  in  Canton  a  salt 
exudation  tax,  in  Hunan  a  tax  from  fines  for 
evading  the  native  opium  tax,  in  Kiangsi  a 
monopoly  fee  on  sauce,  oil  and  spirits.  What 
with  the  "  squeeze,"  bribes,  and  other  illegal 
methods  for  extracting  money  from  the  people, 
it  is  no  wonder  that  the  country  began  to  grow 
discontented.  Every  additional  tax  meant  not 
merely  the  tax  but  the  peculation  that  was 
attendant  upon  it.  However,  the  provinces 
made  an  effort  to  help  Peking,  and  responded  to 
the  following  extent : — 

Tls. 

Kiangsu     1,750,000 

Szechuan    1,550,000 

Kwangtung       1,400,000 

Chekiang       980,000 
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Tls. 

Kiangsi      980,000 

Hupeh    840,000 

Anhui     700,000 

Shantung      630,000 

Shansi    630,000 

Chihli      660,000 

Fukien    560,000 

Hunan    490,000 

Honan    420,000 

Shensi     420,000 

Sinkiang    280,000 

Kwangsi    210,000 

Yunnan      210,00Q 

Kansu     210,000 

Kweichow     140,000 

or  a  total  of  Tls.  12,960,000.  Contributions 
were,  however,  made  on  this  scale  only  for  a 
year  or  two.  As  usual  the  provinces  began  to 
fall  in  arrears,  even  as  regards  regular 
contributions  for  the  maintenance  of  the 
Court  and  the  metropolitan  officials  at  Peking, 
so  much  so  that  Peking  had  to  issue  the 
following  notification  in  1903  : — 

"  No  grace  is  allowed  in  the  payment  in 
December  under  any  circumstances.  All  the 
Military  Governors  and  the  Viceroys  who  enjoy 
great  favours  from  the  Throne  should  view 
this  as  a  personal  affair.  The  Court  therefore 
commands  each  and  every  official  to  do  his  share 
in  serving  the  state  at  the  time  of  this  dire 
necessity  and  not  fail  to  be  prompt  in  the 
remittance  of  his  allotment." 

The  venal  corruption  that  was  prevalent 
from  top  to  bottom  in  the  mandarinate  was 
creating  an  unrest  greater  than  any  known 
previously  in  the  history  of  the  country. 
The  preachings  of  the  reformers  and  the 
so-called    Young    China     party     were     growing 
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more  vigorous,  and  were  taking  deeper 
root  in  the  minds  of  the  people.  The 
general  unrest  and  the  recalcitrant  nature  of 
the  gentry  in  practically  all  the  provinces  caused 
a  deadlock  in  finance.  Naturally  the  provincial 
Viceroys  and  other  officials  who  had  to  keep 
"  face  "  with  Peking  started  borrowing  on 
their  own  account  in  order  that  they  might 
retain  favour  with  Peking  by  meeting  as  large 
a  proportion  of  their  obligations  to  the  Central 
Government  as  possible.  The  period  between 
the  Boxer  outbreak  and  the  Russo-Japanese 
War  is  not  one  of  great  importance  in  China's 
financial  history,  but  it  is  the  beginning  of  an 
epoch  during  which  the  provinces,  without 
any  check  from  Peking,  were  able  to  borrow 
indiscriminately  from  foreign  banks  and  foreign 
syndicates. 

Things  had  the  appearance  of  being  settled 
in  the  country,  and  once  again  there  arose  a 
hunt  for  concessions  and,  at  the  same  time,  a 
scramble  on  the  part  of  the  Powers  to  lend  money 
to  China.  In  spite  of  its  financial  troubles, 
Peking  was  not  anxious  to  borrow,  as  there  was 
no  immediate  pinch;  but  there  was  always  a 
rake  off  in  any  loan  that  was  made  for  any  purpose 
whatever,  and  when  the  concessionaires  and  the 
syndicates  behind  them  wished  to  lend  money 
for  the  purposes  of  railway  building,  the  officials 
saw  a  fine  chance  for  making  hay  while  the  sun 
shone.  During  the  period  between  1904  and 
1908  negotiations  were  proceeding  for  the 
construction  of  the  Shanghai-Nanking,  Canton- 
Hankow,  Canton-Kowloon,  Tientsin-Pukou,  and 
a  number  of  other  lines.  The  officials  saw  only 
the  advantage  to  be  gained  by  giving  the 
concessions  and  floating  the  loan  in  the  shape 
of  the  amounts  they  would  receive  to  tide  them 
over  financial  diiOficulties,  and  not  in  opening 
up  the  country  and  improving  its  trade. 
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The  first  loan  at  this  period  was  for  about 
£900,000  for  the  construction  of  the  Shanghai- 
Nanking  Railway  in  1904.  Before  the  close  of 
1906  an  additional  sum  of  £2,000,000  was  raised  to 
complete  the  construction  of  this  line.  During 
1906  the  Hongkong  government  furnished 
China  with  a  loan  of  £1,100,000  for  the 
construction  of  the  Canton-Hankow  Railway. 
Unfortunately  most  of  the  amount  was  wasted, 
and  only  a  very  small  portion  of  the  projected 
line  was  built.  The  following  year  a  loan  of 
£1,500,000  was  raised  for  the  construction  of  the 
Canton-Kowloon  Railway.  This  was  a  period 
of  abnormal  railway  activity  and  during  1908 
three  diiierent  loans  were  raised.  The  concession 
for  the  construction  of  the  Tientsin- Pukou  line 
was  given  to  the  British  and  Germans,  the 
British  to  have  charge  of  the  southern  part  of 
the  line,  and  the  Germans  the  northern  part. 
The  first  loan  of  £5,000,000  was  raised  in  1908, 
with  interest  at  5  per  cent;  and  a  supplementary 
loan  of  £4,800,000,  of  which  only  a  part  was 
floated,  was  concluded  in  1910.  In  1908  a  loan 
of  £1,500,000  was  raised  for  the  construction  of 
the  Shanghai-Hangchow-Ningpo  Railway,  or 
what  is  generally  known  as  the  Chekiang 
Railway.  In      1908      the      Peking    Hankow 

Railway  was  redeemed  from  the  Belgians, 
for  which  purpose  a  loan  of  £5,000,000  at 
5  per   cent   was   raised. 

During  this  period  the  jealousy  between  the 
different  Powers  was  intense,  and,  in  order  to 
gain  as  much  advantage  over  each  other  as 
possible,  they  were  practically  throwing  money 
at      China.  The      Peking-Hankow     Railway 

redemption  loan  has  a  very  interesting  history. 
While  the  British  and  French  were  negotiating, 
the  Germans  offered  to  give  the  loan  themselves, 
in  order  to  have  some  sort  of  influence  over  China. 
As  a  matter  of  fact,  it  was  understood   that  there 
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should  be  no  German  participation  in  any  loan 
that  was  raised  for  the  redemption,  but,  to  the 
surprise  of  everybody,  it  was  learnt  that  German 
interests  had  arranged  and  signed  a  loan  for 
£5,000,000  with  the  Chinese  Government.  This 
loan  was,  however,  cancelled  later.  Several 
efforts  were  made  during  this  period  by  the 
financiers  of  the  United  States  to  come  into  line 
with  other  Powers  and  get  some  advantage  by 
lending  money  to  China.  These  competing 
Powers  were  beginning  to  see  the  disadvantage 
of  competition  among  themselves. 

In  spite  of  all  the  railway  loans  the  finances 
of  the  government  were  certainly  not  in 
a  very  enviable  state.  The  interest  on  the 
Boxer  indemnity  had  already  fallen  into 
arrears,  and  the  Government  had  perforce 
to  contract  a  gold  loan  of  £1,000,000  to 
pay  the  interest  up  to  1905.  Serious  as  the 
position  was,  little  could  be  done  to  meet 
obligations  but  to  continue  to  borrow,  and  as 
China  '^as  able  to  obtain  all  the  money  she 
needed  with  little  difficulty,  there  was  nothing 
to  spur  her  to  activity  in  the  right  direction. 

Several  Powers  without,  at  that  time, 
interest  in  China  sufiicient  to  warrant  interference 
in  her  affairs,  or  to  command  influence  in  the 
country,  were  ready,  or  at  least  pretended  to 
be  ready,  to  supply  her  with  money.  The  object 
evidently  was  to  obtain  some  advantage  or 
other — ^very  necessary  in  order  to  benefit  either 
in  trade  or  by  predominance  in  the  councils  of 
Peking. 

The  Entry  of  the  United  States. 

So  far  it  was  the  European  Powers  and 
Japan  that  actively  interfered  in  Chinese  affairs. 
France,  Germany,  and  England  were  competing 
with  each  other  to  lend  money  or  obtain  some 
advantage,  while  Russia  and  Japan  were  slowly 
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but  steadily  encroaching  on  Chinese  territory;  and 
China  was  helpless,  and  had  to  submit  to  the 
encroachments.  It  was  at  this  stage  that  the 
United  States  entered  the  arena  of  Far  Eastern 
politics.  For  long  America  rarely,  if  ever, 
interested  herself  in  the  politics  of  this  portion 
of  the  globe ;  but  the  personal  interest  of  the  then 
President  Taft,  due  to  the  fact  that  he  was  once 
Governor-General  of  the  Philippines,  led  to  a 
new  spirit  in  the  administration.  The  financiers 
were  wide  awake  to  the  immense  possibilities 
of  China  and  were  anxious  to  be  in  favour  with 
Peking,  so  that  there  might  be  a  new  opening 
for  the  commerce  of  the  United  States.  Further, 
a  certain  section  of  American  politicians  thought 
that  the  maintenance  of  the  power  of  the  United 
States  in  the  Philippines  necessitated  the 
predominance  of  American  influence  over  the 
councils  of  Peking. 

America  began  her  campaign  almost 
dramatically  by  waiving  the  balance  of  the 
Boxer  indemnity,  after  she  had  received 
compensation  for  the  actual  loss  her  citizens 
sustained  as  a  result  of  the  outbreak.  It  was 
certainly  not  obligatory  on  the  part  of  the 
States  to  have  foregone  a  cent  of  the  indemnity 
due  her,  especially  when  the  smaller  Powers  of 
Europe,  who  had  sustained  infinitesimal  losses, 
continued  to  be  relentless  in  the  exaction  of  their 
pound  of  flesh.  This  action  produced  a  very 
favourable  impression  of  the  United  States  in 
China,  and  America  was  not  slow  to  take 
advantage  of  the  good  feeling  engendered  by 
by  this  step, — especially  as  just  a  few  years 
previous  the  Chinese  were  very  embittered  at 
the  Californian  exclusion  laws  and  successfully 
carried  on  a  boycott  against  American  trade.  The 
United  States  made  it  perfectly  clear  that  it 
had  no  territorial  ambitions  like  other  nations, 
and  there  was  absolutely  no  reason  to  mistrust 
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her.  Hitherto  the  plan  of  campaign  was  rather 
hazy  and  the  United  States  hastened  to  take  a  " 
definite  line  of  action.  Partly  because  of  the 
doctrines  of  the  spheres  of  influence  in  China, 
under  which  the  European  Powers  had  parcelled 
out  certain  portions  of  the  country  as  their  own 
territories  for  trade  and  other  purposes,  and 
partly  because  of  the  reports  of  the  fabulous 
wealth  and  resources  of  Manchuria  which  had 
come  to  the  limelight  as  the  result  of  the 
Russo-Japanese  War,  America  chose  that 
dependency  and  the  northern  provinces  of  China 
as  her  field.  Japan  was  the  only  antagonist 
worthy  of  her  steel  in  the  Far  East,  and  the  only 
country  that  was  believed  to  have  an  eye  on 
the  Philippines,  and  Japan  was  every  day 
increasing  her  influence  in  Manchuria.  The 
European  nations  were  active  in  trade  in 
the  Yantsze  Valley  and  the  South,  and  they 
paid  very  little  attention  to  Manchuria;  hence 
the  bulk  of  the  American  trade  with  China  was 
with  Manchuria  and  some  of  the  northern 
provinces.  So  the  States  put  forth  all  its 
efforts  to  multiply  its  business  in  this  territory. 
The  improvement  of  trade  was  only  one  of  the 
means  to  obtain  influence  in  the  country.  With 
the  hustle  which  is  characteristic  of  the  nation, 
America  was  unwilling  to  let  the  grass  grow 
under  her  feet  in  order  to  obtain  political 
dominance  in  Peking.  The  thin  end  of  the 
wedge  was  introduced  by  the  Hsinmintun- 
Fakumen  Railway  scheme,  which,  if  completed, 
would  compete  with  the  South  Manchuria 
Railway  of  the  Japanese,  and  thus  considerably 
reduce  the  influence  of  Japan.  The  States 
wisely  considered  that  it  would  be  best  to  have 
the  co-operation  of  some  European  Power  or 
other  in  order  to  be  sure  of  success;  hence 
British  contractors  were  engaged  to  build  the 
line,  so  as  to  make  it  increasingly  difficult  for 
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Japan  to  offer  opposition  to  this  scheme.  But 
Japan  did  object,  and  the  most  surprising 
denouement  was  the  support  she  had  from  Russia ; 
and  Japan  did  have  her  way,  and  the  scheme 
was   dropped. 

Fifth  Period  :  1910-1911. 

The  very  first  effort  to  advance  American 
influence  was  foiled;  hence  a  very  bold 
scheme  had  to  be  thought  out,  and  that  without 
delay.  There  were  complaints  ever  since  the 
close  of  the  Russo-Japanese  War  that,  in  spite 
of  the  fact  that  Manchuria  was  open  to  the  trade 
of  all  nations,  the  Japanese  put  every  difficulty 
in  the  path  of  other  foreigners,  and  that 
the  trade  was  entirely  in  the  hands  of  Japanese 
traders.  The  foreigners,  it  was  alleged,  had  to 
contend  with  unfair  odds,  especially  as  the 
Japanese  government  made  it  a  policy  to  support 
its  traders  and  thus  place  the  competitors  under 
a  very  unfair  handicap.  It  was  also  well  known 
that  the  policy  of  Russia  was  about  the  same, 
and  as  Russia  had  complete  control  over  the 
Northern  half  of  Manchuria,  other  nations  had 
absolutely  no  chance  of  successfully  conducting 
business  in  that  part  of  the  province. 
Hence,  it  was  certainly  very  ingenious  on  the 
part  of  America  to  have  come  out  as  the  champion 
of  the  Open  Door  policy  in  Manchuria  and 
condemn  as  unfair  the  advantages  then  enjoyed 
by  Japanese  traders  in  the  South,  and  Russian 
in  the  North.  Mr.  Knox,  the  then  Secretary  of 
State,  formulated  a  neutralization  scheme,  calmly 
ignoring  the  rights  and  privileges  that  Japan 
and  Russia  had  acquired  after  a  bloody  war. 
The  calculation  certainly  was  that  Russia  would 
on  no  account  join  hands  with  Japan,  especially 
as  it  was  believed  that  Russia  was  rankling  under 
the  disastrous  defeat  she  sustained  at  the  hands 
of  her  adversary;  also  that  China  would   jump 
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at  a  scheme  that  would  help  her  to  rid  herself 
of  the  incubus  of  her  grasping  neighbours.  It 
was  proposed  to  buy  the  railways  then  existing 
in  Manchuria  and  to  neutralize  them;  but  China 
could  not  see  the  glamour  of  a  scheme  which 
would  have  added  about  £30,000,000  more  to  the 
already  big  foreign  debt,  while  the  advantages 
were  not  very  tangible.  She  had  enough 
experience  not  to  take  the  pretensions  of 
friendship  of  any  foreign  nation  at  their  face 
value.  However  much  America  protested  that 
she  was  actuated  by  no  motives  of  self-interest, 
China  was  not  enthusiastic.  Moreover,  she  was 
unwilling  to  incur  the  displeasure  of  Japan  and 
Russia.  Thus  the  second  attempt  of  America 
had  to  be  dropped. 

America  was  certainly  not  in  a  mood 
to  give  up  her  campaign;  so  another  line 
was  adopted,  and  a  proposal  was  brought  forward 
to  construct  a  line  from  Chingchow  to  Aigun. 
Even  more  than  the  two  previous  proposals,  this 
scheme  was  believed  to  have  been  aimed  at 
Japan,  who  was  certainly  cunning  enough  to  see 
in  it  the  thin  end  of  the  wedge.  Japan  proposed 
conditions  that  would  have  nullified  the  scheme 
of  cutting  her  ascendancy  in  the  province.  While 
negotiations  were  proceeding  in  this  direction 
Russia  and  Japan  had  come  to  a  definite 
understanding.  They  had  concluded  that  it 
would  be  more  to  the  advantage  of  each 
other  to  forget  the  past  and  to  take 
joint  action  against  whoever  might  endeavour 
to  take  away  or  nullify  the  advantages 
they  enjoyed  in  Manchuria.  They  recognized 
each  other's  interests  in  the  province  and 
undertook  to  help  each  other  in  every  way. 
Following  this  understanding,  Russia  came  to  the 
help  of  Japan,  and  bluntly  stated  that  she  was 
not  going  to  permit  the  construction  of  the 
Chingchow- Aigun     line,      and     there     was     no 
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alternative  but  to  drop  the  scheme.  The  net 
result  of  these  efforts  on  the  part  of  the  United 
States  was  to  bring  Russia  and  Japan  together, 
for  the  prosecution  of  their  respective  interests 
in  Manchuria  and  at  the  expense  of  China. 
With  the  signing  of  the  Eusso  Japanese 
Convention  which  followed  immediately, 
American  activity  had  to  cease  for  a  time. 

'  China  was  an  interested   spectator  of  these 
thrusts   and  counterthrusts,   and,   as   on  several 
previous    occasions,    she    was    only    waiting    to 
utilize,   if  possible,    the   difference    between    the 
various  nations  to  obtain  a  respite  for  herself. 
During  the  interval  between    the   Russo-Japanese 
War  and  the  death  of  the  Empress   Dowager   and 
Emperor  Kuang   Hsu,   both   the   Court   and  the 
officials  at  Peking  were  beginning  to  realize   the 
exact    position    of    the    country    and    the    utter 
helplessness  against  the  corruption  on  one  hand, 
and  the  encroachment   of  foreigners  on  the  other. 
The  statesmen  at  Peking  were  also  beginning    to 
comprehend    the    necessity    for    active     internal 
reform,    if    the    country    was    to    exist    at    all. 
To   effect  internal  reform  the   revenue  must  be 
enhanced,   and  large  sums  would  be  needed  to 
carry  out  the  reforms.    It  was  evident  that  under 
the  then  conditions  no  monetary  help   could   be 
obtained  from  the  provinces,   and  as  the  main 
endeavour    was    to    clear    the   augean  stable   of 
corruption  in  the  provinces,   it  would  have  had 
to  be  done  in  opposition   to   provincial  interests; 
hence    the    sums  needed    for   reform   should  be 
obtained       from      outside,     and     the     Central 
Government  would  have  to  force   the  reforms   on 
the  country.     Naturally  it  was  necessary  to  obtain 
from  foreigners  the  sums  required  for  this  purpose. 
America    was    waiting     for     an     occasion     like 
this  to  make  up  for  her  previous  defeats.      Her 
financiers   were  shrewd    enough  to    see   that  if 
America   was   willing  to  supply  the  money  for 
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reform,      when      this     question       of       internal 
administrative    reform    was    mooted    a*nd    being 
hotly    discussed  in  Peking,   it  would  help   her 
position  extremely.      But  England,   France,   and 
Germany   were    also    watching   this    movement, 
and   as  the  result  of  the  arrangement,  after  the 
discussions    of    1908,    they    had    formulated      a 
common   policy   so   far   as  Chinese  affairs   were 
concerned.      They    were    not    going    to    let    the 
United  States  come  in  at  the  last  moment  and 
take    all    the    plums.        Naturally, .  negotiations 
were  begun  between  the  three  Powers  and  the 
United  States.      It  was  impressed  on  the  United 
States  that  China  was  already  heavily  in  debt, 
and   that    these    Powers,     as     lenders,     had     a 
sort  of   a  prior   claim   on  whatever   advantages 
China  had  to  offer.      At  the  same  time  they  were 
willing  to  let  America  co-operate   with  them   and 
to  admit    her   into  a  group  in  which  all  these 
nations    would    have    equal     voice     and     equal 
interest.      The  United  States  saw  the  futility  of 
opposing   three    powerful    nations,   especially   as 
the  interests   of  the   latter  were  vast  as  compared 
with  hers  in  this  country.       Further,    she   had 
had  hitherto  absolutely  no  voice  in  the  regulation 
of    Chinese     affairs.       She   saw  the   wisdom   of 
acceding  to  the  proposal,   as  it  might  prove  the 
beginning  of  an  influence  leading   to  her  benefit. 
Just  a  year  before  the  final  overthrow  and 
the  abdication   of   the   Manchus,  the  government 
at  Peking  had  the  leaven    of    the   influence    of 
Sheng   Kung-pao,    who     was     himself     a     very 
capable    financier,    and    a    very  active  man,   in 
spite  of  the  fact  that  the  Court  at  Peking  had 
become    reactionary    since     the     death     of     the 
Dowager  Empress  Tzu  Tse.      The   Prince   Regent 
felt  that  things  were  moving  too  fast,   and  if  the 
government    did    not    take    advantage     of     the 
position,  the  Dynasty  might  be  swamped.      As 
a  matter  of  fact,  there  was  a  premonition  of  the 
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impending     disaster,     and     it     was     felt     that 
something  must    be    done    to    avoid   it.      With 
the  assumption  of  the  reins  of  office  by  Sheng 
Kung-pao,      although      only      as     Minister      of 
Communications,     a     very     active     policy     was 
pursued.      During  April  and  May,   1911,   Sheng 
Kung-pao  was  able  to  conclude  two  loans  with 
what  was  then  known  as  the  Four  Power  Group. 
It  was  a  truism  that  the  fundamental  of  all  reform 
in   China  was   the   regulation   of   currency,    and 
Sheng    Kung-pao    showed     he     had     a     correct 
perspective  when    he    concluded  a  loan  for  the 
reform  of  the  currency.      The   major   portion  of 
the  £10,000,000  was  to  be  devoted  to  this  purpose, 
while  a  part  of  the  loan — about  £3,000,000 — was 
intended  to  develop  Manchurian  resources.      The 
revenues  of  Manchuria  were  pledged   as   security 
for    the    loan.       Here    again    it    was    American 
influence  that  brought  about  the  insertion  of  this 
special  provision  in  the  loan.     The  pledging  of  the 
Manchurian  revenues  came  as  a  bolt  from  the  blue 
to  Japan.      It  was  thought,  however,   that  Japan 
could  not,  in  the  face  of  the  common  action  of  the 
Powers,    and   considering  that   she   had,   for  all 
ostensible  purposes,  accepted  the  sovereign   rights 
of  China  in   Manchuria,   object  to   the   loan  or 
the  pledging  of  the  Manchurian  revenues.     There 
was  certainly  a  veritable  chuckle  in  anti-Japanese 
quarters,  but  it  was  forgotten  that  Russia  was 
working  hand  in  hand  with   Japan.      The   two 
governments  had  to  protect  their  mutual  interests, 
and  they  laid   objection  to  Article  XVI  of  the 
Currency    Loan    Agreement,     thus     making     it 
practically    impossible    for    the    loan     to     have 
proper  effect. 

The  organization  of  the  finances  of  the 
empire  tactily  implied  the  readjustment  of  several 
matters,  and  it  was  precisely  what  the  Peking 
government  set  itself  to  do.  The  opportunity 
was  ripe,  and  when  Tang  Shao-yi  resigned  the 
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post  of  Minister  of  Communications,  Sheng 
Kung-pao,  who  took  charge  of  the  office, 
initiated  what  was  generally  known  as  the 
business  government.  Sheng' s  pace  was  too 
quick  for  the  slow-moving  Chinese.  The 
conclusion  of  loan  after  loan,  until  the  events 
which  precipitated  his  downfall  as  well  as  that 
of  the  dynasty  he  served,  staggered  all  who  knew 
about  the  dilatory  methods  of  Chinese 
statesmanship.  If  Sheng  failed,  it  was  entirely 
due  to  causes  over  which  he  had  no  control. 
Before  he  had  been  less  than  three  months  in 
office  he  contracted  a  loan  with  the  Yokohama 
Specie  Bank  for  Yen  10,000,000,  the  arrangement 
with  Messrs.  Dunn,  Fisher  &  Co.  to  take  up  the 
balance  of  Tls.  3,000,000  of  the  Peking-Hankow 
Railway  Redemption  Loan  having  been  concluded 
on  January  6,  1911.  On  April  7  the  Great 
Northern  and  Eastern  Extension  Telegraph 
Companies  loaned  £500,000  to  the  Imperial 
Telegraph  Administration  on  the  security  of  the 
latter' s  foreign  traffic  for  the  next  eighteen 
years.  Several  very  necessary  improvements  in 
the  Chinese  Telegraphs  were  delayed  owing  to 
lack  of  funds,  and  this  sum  was  intended  to  be 
devoted  to  them.  The  Currency  Loan,  was 
signed  on  April  15,  1911.  So  far  the  government 
received  only  £400,000  out  of  the  £1,000,000 
which  was  arranged  to  be  paid  at  once,  and  this 
sum  was  aimlessly  spent  on  the  so-called  scheme 
for  the  colonization  of  Manchuria.  The  rest  of 
the  amount  was  to  have  been  paid  on  the 
condition  of  the  Chinese  government  accepting 
the  scheme  of  the  bankers  for  the  reform  of  the 
currency  of  China,  and  a  conference  for  this 
purpose  was  held  in  London,  in  which  Mr. 
Chen  Chin-tao,  Vice-President  of  the  Taching 
Bank,  participated.  Before  any  definite  scheme 
could  be  adopted  the  Revolution  put  an  end  to 
this  loan  coming   to   fruition.      Within  a  month 
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after  the  signing  of  the  Currency  Loan  Agreement, 
the  question  of  the  Hukwang  Railway  Loan  was 
reopened,  discussed,  and  an  agreement  arrived 
at.  A  loan  for  £6,000,000  was  signed  on  the 
security  of  the  revenues  of  Honan  and  Hupeh, 
with  the  proviso  that  a  further  loan  of  £4,000,000 
should  be  floated,  should  circumstances  necessitate 
it.  The  total  length  of  the  railway  to  be 
constructed  was  1,124  miles,  composed  of  two 
sections.  One  was  to  have  started  from  "Wuchang 
to  Yochow,  Changsha  to  Yichinghsun,  where  it 
will  join  the  Can ton-Kowloon  line ;  and  the  other 
was  from  Kuangshui  in  the  Peking-Hankow  liUe, 
and  was  to  have  proceeded  through  Siang  Yuen-fu 
and  Ichang  to  Chengtu  in  Szechuan.  Great 
Britain,  Germany,  and  the  United  States  were 
to  co-operate  in  the  construction  of  the  line, 
although  France  also  participated  in  the  loan. 
Engineers  were  appointed,  and  even  preliminary 
surveys  to  a  certain  extent  were  made.  The 
credit  of  China  in  Europe  could  be  gauged  by 
the  fact  that  this  loan  was  several  times  over 
subscribed  at  a  premium  of  half  to  one  per  cent. 
This  was  a  period  when,  in  spite  of  the 
combination  among  the  different  Powers,  the 
foreign  countries  were  only  too  anxious  to  advance 
money  to  China. 

The  conclusion  and  flotation  of  this  loan 
coincided  with  the  inauguration  of  a  policy  of 
the  nationalization  of  the  railways — a  policy 
that  was  certainly  best  suited  for  the  needs  of 
this  country.  The  Imperial  decree  proclaiming 
the  state  ownership  of  railways  was  launched 
on  May  9,  1911 .  From  every  provincial  assembly, 
from  every  railway  and  self-governing  bureau 
in  the  country,  and  from  every  Chinese 
newspaper,  arose  a  protest  against  what  was 
styled  the  usurpation  of  the  rights  of  the  Chinese 
people.  This  first  step  on  the  part  of  the 
government    to    assume    a    stricter    control   over 
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the  governance  of  the  country  was  resented  so 
much  that  even  the  Currency  Loan,  to  which  no 
special  objection  was  raised  at  first,  was  attacked 
scathelessly.  In  Canton,  in  Changsha,  in 
Hankow,  in  Chengtu,  and  in  almost  every 
province  a  vigorous  agitation  was  carried  on 
relentlessly  until  the  agitation  in  Szechuan 
finally  burst  into  flame.  As  a  matter  of  fact, 
the  government  schemes  of  redemption  of  the 
railway  bonds  in  the  country  were  certainly 
quite  fair.  In  Yunnan  and  Hupeh  the  bonds 
were  to  be  redeemed  in  full;  in  Kwangtung  and 
Szechuan,  especially  in  the  latter  province,  where 
the  construction  of  the  Ichang-Szechuan  Railway 
was  almost  scandalously  mismanaged  by  the 
railway  bureau,  only  a  certain  percentage  was 
to  be  redeemed,  the  balance  being  left  for  payment 
out  of  the  eventual  profits  of  the  line.  It  was 
those  that  were  responsible  for  defalcations  that 
strenuously  agitated  and  misled  the  actual  bond 
holders.  On  August  24,  1911,  the  trouble  began 
at  Chengtu,  and  the  province  of  Szechuan 
practically  revolted.  From  this  period  the 
unrest  became  serious,  and  began  to  manifest 
itself  in  different  parts  of  the  country  until,  on 
October  9,  the  Revolution  was  formally 
proclaimed. 
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When  the  news  of  the  first  fire  in  Hankow 
native  city  reached  other  portions  of  China,  it 
was  believed  that  it  was  only  one  of  the  many 
sporadic  risings  which  have  been  the  bane  of 
China  from  time  to  time  :  few  dreamt  that  that 
fire  was  to  be  the  beacon  of  a  revolt  which  was 
to  change  the  destinies  of  the  country  in  an  almost 
remarkable  manner.  When  the  rebellion  started 
the  finances  of  the  country  were  particularly  bad, 
in  spite  of  the  brilliant  and  almost  dramatic  coups 
of  Sheng  Kung-pao.  Trade  was  not  particularly 
active.  Whole  provinces  had  been  devastated 
by  floods.  There  was  a  scarcity  of  rice,  pushing 
the  rise  of  this  necessary  of  life  beyond  all 
reasonable  limits.  The  flood  in  the  Yangtsze 
went  to  accentuate  the  already  acute  distress  and 
to  curtail  the  purchasing  power  of  many  a 
district.  The  flood  let  loose  the  bands  of  robbers 
and  pirates  that  always  infested  China. 
Concurrent  with  the  floods,  and  partly  caused 
by  them,  was  the  open  expression  of  discontent 
which  the  agitators  against  the  Manchu  dynasty 
used  to  the  utmost. 

Just  when  the  provincial  gentry  were 
opposing  the  Currency  and  the  Hukwang  Loans 
they  had  any  number  of  schemes  for  all  sorts 
of  important  purposes.  The  foreign  banks 
were  besieged  for  the  larger  portion  of  the  year 
with  the  alleged  emissaries  of  provincial  viceroys, 
governors  and  gentry.  They  had  the  stock 
guarantee  of  the  salt,  land,  and  tea  taxes- 
useless  from  the  point  of  view  of  real  security. 
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As  a  matter  of  fact,  they  were  neither  able  nor 
willing  to  offer  any  tangible  guarantee.  In  not 
a  few  cases  the  provincial  authorities  were 
successful  in  getting  small  sums,  which  were 
only  too  easily  squandered.  The  native  banks 
were  in  a  worse  state  than  ever,  flooding  the 
country  with  an  extraordinary  amount  of  note 
issues. 

The  culmination  of  the  revolt  against  the 
Manchus  created  problems  in  finance  the  like 
of  which  China  has  never  had  to  solve.  The 
revolt  had  been  planned  for  a  long  while,  and 
fairly  large  sums  had  been  voluntarily  subscribed 
to  the  cause,  both  in  and  out  of  China.  Sedition 
was  seething  in  a  large  portion  of  the  empire, 
and  at  first  it  was  only  a  question  of  turning  over 
with  all  supplies  from  one  side  to  the  other. 
There  was  certainly  no  organization,  and  it  was 
the  adventurous  spirit  of  the  leaders  that  kept 
up  the  army  more  than  anything  else.  There 
was  a  general  sympathy  among  foreigners 
with  the  Revolution,  and  it  was  felt  from  the 
very  beginning  that  the  revolutionary  cause 
must  succeed ;  so  the  revolutionary  leaders  found 
it  easy  to  get  arms  and  ammunition  on  credit. 
The  trade,  the  gentry,  and  the  people  generally 
were  led  to  believe  that  this  movement  would 
lead  to  the  millennium  for  this  kingdom,  and 
for  a  short  while  they  very  freely  contributed 
towards  carrying  on  the  campaign.  By  the 
time  the  patience  of  the  Chinese  merchants  and 
gentry  was  tired  the  revolutionary  cause  had 
spread  so  wide  that  the  leaders  were  able  to 
terrorise  and  obtain  as  much  funds  as  they  could 
possibly  collect.  It  was  not  the  intention  of  the 
leaders  to  adopt  these  methods.  They  believed, 
or  at  least  were  led  to  believe,  that,  if  once  they 
had  sufficient  hold  over  the  country,  they  could 
easily  obtain  all  the  money  from  foreign  countries 
to  carry  out  their  plan  of  campaign,   although 
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it  is  remarkable  that  it  was  the  self  same  people 
who  opposed  all  foreign  loans  only  a  few  months 
previously.  As  usual,  the  objection  was  not  to 
foreign  loans  per  se;  only  they  did  not  want 
foreign  money  to  strengthen  the  position  of  the 
Manchus  in  Peking. 

The  startling  progress  of  events  in  the 
country  infused  an  almost  pitiable  terror  in  the 
Court  at  Peking,  and  the  methods  by  which  the 
Court  tried  to  appease  the  wrath  of  the  people, 
first  by  cashiering  Sheng  Kung-pao,  and  next  by 
the  recall  of  Yuan  Shih-kai,  and  the  several  Edicts, 
which  were  thoroughly  debasing  to  the  honour 
and  pride  of  the  dynasty,  were  calculated  to 
inspire  nothing  but  contempt  in  the  minds  of 
the  revolutionary  Republicans.  The  finances  of 
Peking  were  not  better  or  worse  than  they  had  been 
for  a  considerable  time  past.  The  carrying  on 
of  a  campaign  against  such  a  wide  spread 
revolt  meant  the  expenditure  of  huge  sums  of 
money,  especially  when  the  national  feeling 
was  against  the  perpetuation  of  the  rule  of  the 
Manchus.  Numerous  attempts  were  made  to 
raise  money  from  Europe,  but  the  responsible 
banks  and  syndicates  found  that  it  would  be 
very  unwise  to  lend  money  to  one  party  or  the 
other.  It  was  a  purely  national  struggle,  and  it 
was  rightly  felt  that  the  foreigners  should  wait 
for  the  result  of  the  conflict  before  they  had 
anything  to  do  with  Chinese  affairs.  The 
Republicans  were  also  frantic.  They  quoted 
chapter  and  verse  to  show  the  hold  they  had  upon 
the  country,  and  made  every  attempt  to  obtain 
money  from  Europe  and  America.  When  they 
found  that  their  efforts  were  useless,  they  were 
satisfied,  however,  with  the  assurance  that  no 
money   would   be   given  to  Peking. 

It  is  beyond  the  scope  of  this  volume  to  go 
into  the  events  of  the  Revolution,  which,  as  a 
matter    of    course,   put  an   end  to   further  loan 
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negotiations,  until  February,  1912,  when  once 
again  the  question  of  a  foreign  loan  came 
into  prominence  and  assumed  an  importance  it 
has  never  had  before.  By  this  time  banking 
had  been  disorganized  by  the  fact  of  most  of 
the  native  banks  being  unable  to  meet  their 
own  note  issues.  Trade  was  absolutely  at  a 
standstill.  The  change  in  the  government 
caused  by  the  abdication  of  the  Manchu  dynasty 
and  the  inability  of  the  new  Republic  to  assume 
control  over  the  vast  stretch  of  territory  which 
submitted  to  the  new  government  only  in  name, 
and  the  rise  of  bands  of  robbers  and  marauders  in 
these  unsettled  times,  led  to  a  state  of  affairs 
unknown  in  the  histol-y  of  the  country  for 
nearly  300  years.  No  taxes  were  paid,  and, 
to  complicate  matters,  the  Revolutionists  had 
proclaimed  a  remission  of  taxation  during  the 
early  stages  of  the  campaign,  partly  with  a 
view  to  incline  the  sympathies  of  the  people 
to  their  cause,  and  partly  to  prevent  money 
going  to  Peking  and  helping  it  to  carry  on 
a  campaign  against  the  so-called  popular 
party.  There  was  then  no  source  of 
income  except  'voluntary  contributions  to 
carry  on  the  government  and  the  military 
activity,  and  these  voluntary  contributions  very 
soon  degenerated  into  forced  contributions,  thus 
infusing  terror  into  the  minds  of  the  traders  and 
the   gentry  in  the   land. 

Once  the  abdication  was  proclaimed,  the 
Powers  were  only  too  willing  to  help  to  place  China 
on  her  feet  again.  As  there  was  no  government 
and  no  revenue,  and  as  the  country  was  deeply 
indebted,  the  lenders  were  anxious  to  find  some 
means  of  safeguarding  the  interests  of  the 
bondholders.  There  was,  at  that  time,  no 
unhealthy  competition  among  responsible  parties 
to  lend  money  to  China.  The  formation  of  the 
Four  Power  Group  had  put  an  end  to  this  state 
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of  affairs,  but  unfortunately  the  attitude  of  the 
banks  was  misunderstood  and  almost  wilfully 
misrepresented.  Flushed  with  the  victory  over 
the  Manchu  autocracy,  Young  China  imagined 
that  it  was  almost  presumption  on  the  part  of 
any  lender  even  to  ask  for  any  security.  The 
new  statesman  considered  it  derogatory  even  to 
treat  with  the  banks  of  the  Four  Power  Group. 
The  sovereign  rights  of  China,  which  had  been 
sickeningly  reiterated  already,  once  again  came 
to  the  fore,  and  attempts  were  made  to  arrange 
loans  elsewhere,  in  ignorance  of  the  situation  that 
few  excepting  the  banks  of  the  Four  Power 
Group  had  either  the  money  or  the  enterprise 
to  lend  large  sums  to  China. 

While  the  agitation  against  the  so-called 
preposterous  terms  of  the  Group  was  being 
vehemently  carried  on,  the  government  found 
itself  in  sore  straits.  Once  again,  during  the 
temporary  presidency  of  Sun  Yat-sen  at  Nanking, 
an  attempt  was  made  to  draw  upon  the 
patriotism  of  the  people.  An  issue  of  $100,000,000 
in  military  bonds  was  made,  and,  in  their 
ignorance  of  practical  politics,  the  leaders  thought 
that  the  money  would  be  subscribed  on  the  spot. 
Large  forces  had  still  to  be  maintained,  and 
adherents  to  the  Manchu  dynasty  were  not 
completely  scorched  as  yet.  The  provinces  were 
without  revenue,  and  were  quite  as  clamorous 
for  money  as  the  central  government.  So  about 
$14,000,000  worth  of  these  bonds  was  sent  to  the 
different  provinces  to  be  used  by  the  provincial 
authorities.  It  was  with  extreme  diflSculty  that 
this  portion  of  the  issue  could  be  circulated, 
and  it  is  well  known  that  the  balance  of  the 
$100,000,000,  never  left  the  vaults  of  the  Nanking 
treasury.  This  method  of  raising  money  only 
encouraged  the  provinces  to  do  the  same,  so 
much  so  that  the  provincial  authorities  considered 
the  printing  press  sufficient  help  to  raise  as  much 
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money  as  possible.  These  issues  were  forced 
upon  the  people,  who  had  in  many  cases  to 
accept  them  on  pain  of  death.  The  military 
were  paid  in  this  paper,  and  no  merchant 
dared  to  refuse  to  supply  them  with  goods  in 
exchange  for  the  notes.  It  is  only  natural  that 
the  value  of  this  paper  should  have  depreciated 
from  the  very  beginning;  and,  in  some  places, 
even  where  the  authorities  enforced  their 
acceptance,  these  notes  dwindled  down  to  about 
20  per  cent  of  the  face  value. 

These  methods  helped  very  little  to  make 
things  go  smoothly.  The  taxpayer  took 
advantage  of  the  remission  of  taxes 
so  generously  proclaimed  during  the  Revolution, 
and  even  quoted  a  precedent  that,  when 
the  Manchus  came  into  power  after 
the  overthrow  of  the  Ming  dynasty,  all 
taxes  were  remitted  for  a  period  of  three 
years,  adding  that  that  precedent  should  be 
followed.  To  the  credit  or  discredit  of  the 
revolutionists,  it  must  be  stated  that  when  they 
issued  the  proclamation  about  the  remission,  their 
main  object  was  to  stop  the  possible  supply  of 
money  to  Peking,  and  not  to  relieve  the  burden 
of  the  taxpayer.  They  never  expected  that 
problems  would  soon  arise  which  would  almost 
baffle  solution.  They  expected  that  the 
struggle  with  the  Manchus  would  be  more 
prolonged  than  it  really  happened  to  be.  The 
very  easy  manner  in  which  the  abdication  of  the 
Manchu  dynasty  was  effected  was  as  surprising 
to  the  leaders  as  to  the  men.  The  leaders  did 
not  expect  that  they  would  be  confronted  with 
problems  of  taxation,  revenue,  and  practical 
government  polity,  so  early  as  six  months  after 
the  beginning  of  the  campaign.  To  the  men  it 
was  a  bitter  experience,  as  the  object  with  which 
they  joined  the  revolutionary  forces  was  not  so 
much  to  establish  a  national  -government  as  the 
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promise  of  promiscuous  looting  for  the 
considerable  period,  through  which  the  campaign 
was  expected  to  draw  out.  The  several 
note  issues,  promiscuous  borrowings,  and 
forced  contributions  put  the  government  deeper 
in  the  mire.  Quite  large  sums  had  been  added 
to  the  total  debt  of  China  by  credits  in  the 
shape  of  arms  and  ammunition  from  adventurous 
foreigners  of  different  nationalities.  The  new 
government  took  up  all  the  indebtedness  of  the 
old  on  its  shoulders.  All  the  new  borrowings  had 
been  effected  on  the  express  understanding  that 
repayment  was  to  be  made  on  as  early  a  date 
as  possible  after  the  abdication  was  effected. 
It  was  almost  openly  proclaimed  that  all  the 
amounts  due  both  in  and  out  of  the  country 
were  to  be  paid  out  of  the  next  big  foreign  loan, 
which  the  Republicans  were  only  too  anxious 
to  conclude.  As  the  Customs  was  completely 
under  foreign  control  during  the  Revolution, 
the  payments  due  on  the  security  of  the 
revenue  were  made  as  a  matter  of  course, 
and  the  surplus  left  with  the  foreign  banks; 
but  the  indemnities  began  to  fall  in  arrears, 
and  several  loans  made  by  the  provincial  Viceroys 
with  the  foreign  banks  were  outstanding. 

Although  the  negotiations  of  the  Group 
banks  did  not  lead  to  any  tangible  result,  the 
banks  voluntarily  offered  to  render  what  help 
they  could  to  China  during  this  critical  period. 
They  were  willing  to  advance  certain  sums  until 
they  could  come  to  some  arrangement  with  the 
new  government  for  the  signing  of  the  loan. 
At  this  time  Sun  Yat-sen  had  been  elected 
President,  and  still  remained  President  in 
Nanking.  Dr.  Sun  resigned  the  presidency 
immediately  after  the  abdication,  although  he 
actually  resigned  on  April  1,  1912.  It  was 
evident,  however,  that  Yuan  Shih-kai  had 
the    real    power  in  the   land.      Yuan    Shih-kai 
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became  possessed  of  the  full  powers  as  the  head 
of  the  government,  although  for  long  he  was 
only  provisional  President;  so  negotiations  were 
carried  on  with  Peking,  although  the  seat  of 
government  was  said  to  be  in  Nanking  for  a 
while.  Two  instalments  of  Tls.  3,000,000  each 
had  been  received  by  the  government  in  Peking 
from  the  Group  banks  by  this  time,  and  this 
amount  certainly  helped  to  relieve  the  government 
of  its  pressing  difficulties. 

It  was  at  this  stage  that  Mr.  Tang  Shao-yi, 
the  then  Premier,  came  to  Nanking  and  presented 
the  famous  budget  to  the  national  assembly  then 
in  session  at  Nanking,  showing  a  deficit  of 
$250,000,000  for  1912.  Mr.  Tang  wanted  to 
show  that  it  was  absolutely  necessary  that  this 
amount  should  be  borrowed  from  outside  if  the 
government  was  to  be  kept  going  smoothly. 
The  terms  of  the  Four  Power  Group,  as  it  then 
was,  were  well  known  by  this  time,  and  as  no 
money  sufiicient  for  the  needs  of  the  new 
government  was  to  be  had  within  the  country 
itself,  especially  when  the  success  of  the  note 
issue  was  more  or  less  known  at  the  time,  there 
was  no  other  course  open  but  to  treat  with 
foreign  loan  syndicates.  Nanking  was  the  hot- 
bed of  the  virulent  type  of  "  Young  China," 
and  deliberations  there  were  evidently  toward 
giving  up  treating  with  the  Four  Power  Group, 
which,  it  was  alleged,  proposed  terms  derogatory 
to  China  as  sovereign  state.  This  attitude  was 
taken,  although  it  was  known  at  the  time  that 
the  government  at  Peking  had  taken  advances 
from  the  Group  on  the  distinct  understanding 
that  it  would  sign  a  loan  with  the  Group  as  soon 
as  the   details   were    settled. 

As  the  governments  of  the  respective  countries 
supported  the  banks  connected  with  the  Group, 
it  was  reasonable  to  assume  that  the  chances  of 
serious   competition  to  lend  money  to  China  were 
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not  so  many  as  heretofore.  It  was  however 
found  that  China  could  borrow  from  elsewhere. 
The  Group  and  all  those  interested  in  China  were 
surprised  when  on  March,  1912,  it  was  announced 
that  Tang  Shao-yi  had  arranged  a  loan  for 
£10,000,000  with  the  Belgian  Syndicate,  and 
had  already  received  £1,000,000  as  advance.  It 
is  unfortunate  that  this  million  should  have  been 
paid ;  but  for  this  amount  it  is  very  problematical 
if  there  would  have  been  a  rebellion  again  in 
the  succeeding  year.  This  amount  was  more  or 
less  of  a  bribe  to  Sun  Yat-sen  and  his  party  in 
Nanking  to  let  Yuan  Shih-kai  assume  full  control 
of  the  aflairs  of  government.  The  banks  of  the 
Four  Power  Group  would  certainly  have 
objected  to  the  payment  of  this  sum, 
especially  when  the  terms  included  some 
sort  of  control  over  the  finances.  The 
banks  of  the  Group  protested  against  the 
signing  of  the  new  loan  as  a  distinct  violation  of 
the  arrangement  with  them,  and  the  result  was 
that,  after  another  amount  of  £250,000  had 
been  received  by  the  Government,  the  Belgian 
Loan  was  cancelled.  Negotiations  were  once 
again  resumed  with  the  Four  Power  Group, 
but  very  little  progress  was  made.  In  the 
meantime  the  position  of  the  Group  was  further 
strengthened  by  the  inclusion  of  Russia  and 
Japan.  It  was  well  known  that  neither  Russia 
nor  Japan  had  money  to  lend,  especially  as  they 
were  nations  heavily  indebted  to  Europe.  The 
formation  of  the  Six  Power  Group  was  certainly 
intended  to  bring  about  concerted  activity  of  all 
Powers  interested  in  the  welfare  of  China,  as 
also  to  show  China  that  there  was  no  political 
bearing  to  the  demand  of  the  banks  for  the 
necessary  financial  control.  In  any  case, 
although  before  June  1912  the  banks  concerned 
had  advanced  Tls.  12,100,000,  or  roughly 
£1,750,000,  the  action  of  the  Powers  was  regarded 
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with  suspicion  by  the  Chinese ;  it  was  consistently- 
misrepresented  by  interested  parties,  Chinese 
and  foreigners  alike.  The  result  was  that  by 
the  end  of  summer  it  was  found  that  the 
negotiations  had  proceeded  no  further  than  in 
February.  In  view  of  this  deadlock,  both  sides 
agreed  to  leave  things  where  they  were  and  resume 
negotiations  at  a  later  date. 

Every  day  was  adding  to  the  burden  of  the 
Government.  Small  sums  were  being  borrowed 
promiscuously  on  extremely  unfavourable  terms. 
It  was  essential  that  a  portion  of  the  troops, 
which  was  useless  from  a  purely  military  point 
of  view,  and  was  still  more  useless  after  the  close 
of  the  campaign,  should  be  disbanded.  The 
problem  of  getting  rid  of  the  new  army,  the  rank 
and  file  of  which  was  mainly  pressed  and  was 
composed  of  undersirables,  was  growing  acute.  It 
was  a  still  more  pressing  problem  that  the  men 
should  be  paid  their  wages,  and  not  be  a  burden 
to  the  people,  bringing  the  Government  of  the  new 
Republic  into  disrepute.  The  indemnity  arrears 
were  increasing  with  every  month,  and  the  large 
number  of  foreign  creditors,  to  whom  payment 
had  been  promised  too  often,  became  very 
pressing.  There  was  absolutely  no  help  from  the 
provinces,  who  were  themselves  trying  to  raise 
money  for  their  needs,  and  were  almost 
importunate  in  their  clamour  for  help  from 
Peking.  The  central  authority  practically  lived 
on  the  revenues  of  the  northern  railways  and  the 
Peking  Octroi,  and  the  situation  was  not  one  to  be 
envied.  Micawber-like,  the  Government  waited  for 
something  to  turn  up  to  break  the  back  of  the 
Group  and  to  force  it  to  agree  to  its  own  terms — 
while  straining  its  utmost  every  moment  to  borrow 
as  much  or  as  little  as  it  could.  With  the 
governments  of  the  six  Powers  at  the  back  of  the 
banks  in  the  Group,  independent  borrowing 
became  well  nigh  impossible.      Under  the  laws  of 
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Germany  and  France  no  loan  to  a  foreign  country 
could  be  quoted  on  the  Bourse   except  with  the 
sanction  of  the  government.      The  position  of  the 
United    States    was    not    favourable   to   floating 
foreign   loans   on   its   markets  except  when   the 
leading    financial    houses    were    interested;    and 
the    leading    financial    houses     of    the    United 
States  were  members  of  the  American    section  of 
the    Group.       Finding  money   from  Russia  and 
Japan,  independently  of  government  support,  was 
certainly  out  of  the  question.       In  England  alone 
the  attempt  to  find  some  independent  party  who 
would  be  willing  to  take  risks    was    likely    to 
succeed.     Th  British  Government  had  no  power  to 
stop  the  flotation  of  a  loan  to  any  country  so  long 
as    the    lenders  did  not  ask  the   help     of    the 
government.      At  about  this   time    the    "  Young 
China  "     party   and   other   interested   foreigners 
were  able  to  mislead  a  section    of    the    liberal 
press  of  England  into  believing   that   the    aims 
of  the    Six   Power    Group  were    sinister    in    the 
extreme,    and   that   England     should    not    be    a 
party  to   the   ruination   of  China,    which  would 
surely  be  the  result  if  the  latter  were  forced  by 
circumstances  to  accept  the  terms  of   the   Group. 
A  Mr.   Crisp  was  found   to   take    upon   himself 
the   task  of   saving   China.      An  agreement  for  a 
loan    of    £10,000,000     was     signed    in     August, 
1912     with     the     revenue    of    the    Salt    Gabelle 
as    security,    in    spite    of    the    tacit    opposition 
of     the     Foreign     Office.        The     first     portion 
of  the  loan  for  £5,000,000  was  floated  in  September. 
The     loan     proved     a     practical     failure,     the 
underwriters   having  had    to    take   as   much    as 
60  per  cent  of  the  loan.      As  the   Salt  Gabelle 
was  the  joint  security   for  the   Boxer  indemnity, 
should  the   Customs    revenue    prove    insufficient 
to  meet  it,  the  Powers   to    whom    China   owed 
indemnities  protested  against   the  hypothecation 
of    this    revenue.        Of    course,    reform    of    the 
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Salt  Gabelle  had  not  been  even  broached  at 
that  time,  and  the  capacity  of  this  source  of 
revenue  was  unknown.  The  Crisp  syndicate 
was  not  held  in  favour,  by  Chinese  or  foreigners 
interested  in  the  welfare  of  China.  The  failure 
of  the  loan  and  a  more  correct  understanding  of 
the  situation  in  the  country,  and  the  storm  that 
this  arrangement  raised  in  other  countries  proved 
sufficient  to  induce  the  Crisp  Syndicate  to  proceed 
no  further  with  the  arrangement.  The  balance 
of  the  loan  was  cancelled,  as  usual  at  great  loss 
to  China.  The  amount  due  on  the  loan  floated 
was  not  paid  till  the  early  part  of  1913  by  the 
Crisp  Syndicate,  and  the  Syndicate  found  itself 
obliged  to  ask  for  an  extension  of  time  to 
complete  payments.  In  the  end,  when 
the  negotiations  of  the  Six  Power  Group  were 
proceeding  rather  more  satisfactorily,  the 
Syndicate  came  to  an  arrangement  with  the 
Group  and  gave  up  the  option  of  floating  the 
other  £5,000,000  under  its  loan  contract  of  the 
previous  August — for  a  consideration,  of  course. 
The  object  of  arranging  the  loan  was  not 
only  to  meet  the  indebtedness  up  to  date, 
but  also  to  supply  funds  for  the  thorough 
reorganization  of  the  new  government.  On 
several  occassions  various  amounts  were 
proposed,  and,  till  late  in  the  autumn,  it  was 
believed  that  the  loan  would  be  for  an 
amount  of  £60,000,000.  It  was  estimated  that 
as  a  good  deal  of  this  amount  should  go  towards 
the  arrears  of  indemnity,  loans,  and 
the  paper  issues;  the  balance  available  for 
real  administrative  reform  would  be  barely 
sufficient  to  effect  them.  At  the  close 
of  the  autumn  it  was  evident  that  the  salvation 
of  China  lay  almost  entirely  in  concluding  the 
loan  with  the  Group.  Difficulties  were  being  got 
over  little  by  little,  until  at  last  they  resolved 
themselves  into  one  of  fixing  the  nationality  of 
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the  advisers — the  Government  having  admitted 
the  necessity  of  having  advisers,  who,  in  a  way, 
would  have  control  over  the  finances.  At  the 
close  of  the  year  the  amount  of  the  loan  had 
been  reduced  to  £25,000,000,  although  both 
sides  were  aware  of  the  necessity  for  future 
loans — at  least  for  a  similar  amount.  The 
position  in  Europe  was  still  not  favourable  to 
flotation,  money  continuing  to  be  very  tight; 
and  it  was  found  extremely  diflBicult  to 
float  loans  even  for  countries  which  had 
extremely  stable  governments  and  prosperous 
trade.  Thus,  although  China  was  anxious 
to  obtain  money  as  early  as  possible,  the  banks 
were  not  in  a  hurry.  The  damage  to  the 
credit  of  China  by  the  flotation  of  the 
Crisp  Loan,  the  outbreak  of  war  in  the 
Balkans  and  the  consequent  political  and 
financial  crisis  in  Europe  made  it  impossible  to 
obtain  money  in  the  European  markets  at 
the  time.  The  result  of  the  change  in  the 
situation  was  such  that  the  terms  of  the  loan 
became  much  more  unfavourable  to  China 
than  early  in  the  year. 

The  situation  in  December  was  not  so 
desperate  as  it  was  in  March  or  April.  The 
Government  had  relief  in  many  directions, 
although  even  then  it  was  found  impossible 
to  impose  taxation  on  the  old  scale.  The 
prosperity  of  the  harvest  made  it  easy  to  collect 
taxes  in  places  where  payment  could  be 
enforced.  Many  of  the  provinces  refrained 
from  asking  for  funds  from  Peking,  and  one  or 
two  were  even  paying  out  small  doles  to  help  to 
settle  the  government.  The  amounts  received 
on  the  Crisp  Loan  and  several  other  small 
loans  contracted  during  the  year,  helped  to 
disband  a  portion  of  the  army  and  to  maintain 
the  rest,  although  the  process  was  recognized 
to  be  only  a  makeshift.       The  surplus  of  Tls. 
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10,800,000  in  the  Customs  revenue  helped  to  pay 
a  portion  of  the  indemnity  arrears.  During 
the  early  months  of  1913  the  general  financial 
situation  in  Europe,  which  was  threatened  by 
a  rupture  between  Germany  and  France  over 
the  armaments  question,  and  Russia  and 
Austria  over  the  Balkans,  became  things  of 
the  past,  and  the  money  market  also  became 
easier. 

Happenings  in  China,  however,  were  such 
as  to  preclude  Peking  from  further  haggling 
over  the  terms  of  the  loan.  The  machinery  of 
the  government  was  not  running  smoothly. 
Parliament  was  convened,  and  the  experiment 
at  representative  government  was  creating  fresh 
difficulties  in  the  path  of  the  executive 
government.  Party  bickerings  were  too  bitter 
to  permit  of  the  smooth  sailing  of  the 
governmental  machinery.  A  vigorous  plan  of 
campaign  was  being  carried  on  by  the 
Kuomintang  party  against  Yuan  Shih-kai.  It 
considered  that  it  had  been  deprived  of  the 
fruits  of  the  Revolution.  There  was  danger 
of  an  imminent  rupture  between  the  North 
and  the  South,  if  the  claims  of  the  men  at  the 
head  of  this  party  did  not  prove  successful. 
Dr.  Sun  Yat-sen  and  other  leaders  of  the 
Southern  party  found  things  proceeding  on  a 
basis  quite  different  to  that  on  which  they 
calculated.  The  President  foresaw  serious 
disorder  and  rebellion,  and  wished  to  make 
arrangements  to  meet  it — although  he  was 
not  able  to  prevent  it,  owing  to  causes  over 
which  he  could  not  have  had  any  control.  The 
bankers  and  the  Powers  were  impressed  with 
the  danger  of  a  possible  outbreak,  and  they 
certainly  did  not  wish  to  see  another  bloody 
struggle  in  China  to  the  detriment  of  trade  as 
well  as  peaceful  government.  The  merchants 
as  a  body  and  the  people  did  not  want  unrest; 
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so  the  Group  and  -  the  Government  were  willing 
for  a  compromise,  and  negotiations  were 
progressing  smoothly. 

In  the  interim  an  event  of  considerable 
significance  took  place  in  the  withdrawal  of  the 
of  the  United  States  from  the  Group  when  the 
Democratic  administration  took  the  reins  of 
oflBce  under  President  Wilson.  Almost  the 
first  step  it  took  was  to  repudiate  the  policy 
of  the  previous  administration  in  regard  to  the 
China  loan.  The  bankers  who  formed  the 
American  section  of  the  group  withdrew  from 
it,  especially  as  they  joined  it,  according  to 
their  statement,  at  the  invitation  of  the 
administration.  Their  withdrawal  at  that 
time  unwittingly  gave  some  encouragement 
to  the  agitation  against  President  Yuan  and 
his  government,  but  it  had  very  little  effect 
on  the   course  of  negotiations. 

The  anxiety  of  the  Kuomintang  was  increased 
by  the  favourable  progress  of  the  loan  pourparlers. 
All  of  a  sudden  this  party  and  the  members 
who,  only  a  few  months  before,  had  proclaimed 
to  the  world  the  advantages  of  foreign  money 
to  the  country,  stated  that  the  foreigners  would 
almost  be  committing  a  sin  if  they  gave  money 
to  the  President,  who  was  said  to  be  usurping 
the  rights  of  the  people.  The  Kuomintang 
representatives,  under  the  leadership  of  the 
President  of  the  Senate,  even  attempted  to 
influence  the  bankers  to  refrain  from  signing  the 
loan  on  the  very  evening  on  which  it  was  signed. 
The  bankers  took  no  cognizance  of  the  protest, 
as  they  were  dealing  with  constituted  authority, 
and  not  with  any  party.  The  pernicious 
agitation  against  the  Government  and  the 
easier  money  market  at  home  hastened  the 
agreement,  and  on  April  26,  1913,  a  loan  for 
£25,000,000  was  signed  under  almost  dramatic 
circumstances. 
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To  understand  the  significance  of  the  effect 
of  the  signing  of  this  loan,  it  is  necessary  to 
go  back  to  the  events  during  three  or  four 
weeks  before  the  signing  of  the  loan.  On 
April  10  the  Eepublic  of  China  was  recognized 
by  Brazil,  although  such  recognization  did 
not  count  for  much  as  regards  prestige. 
The  effect  of  such  a  proceeding  at  this  juncture 
was,  however,  great.  It  was  also  understood 
that  China  was  shortly  to  be  recognized  by  the 
United  States  of  America.  At  the  same  time 
Parliament  was  opened  on  April  8,  after  long 
delays  and  other  obstructions  on  the  part  of 
the  several  parties  and  the  executive,  which  was 
not  willing  to  have  any  sort  of  representative 
government  questioning  its  actions  at  this 
time.  That  the  fears  of  the  executive  were  well 
founded  was  proved  by  the  events  of  the 
subsequent  weeks.  Once  again  it  became  a 
trial  of  strength  between  the  Central  Government 
and  the  provinces.  It  was  a  question  of  one 
party  outmanoeuvring  the  other.  The  provinces 
were  distinctly  hot-beds  of  the  revolutionary 
organization,  and  the  influence  throughout  the 
the  country  was  certainly  against  vesting  any 
real  power  in   the  hands  of   Peking. 

The  agitators  were  certainly  not  prepared 
to  accept  the  situation,  and  were  anxious  to 
precipitate  a  crisis;  and  denunciations  of 
the  government  were  being  wired  all  over  the 
country  while  the  headquarters  of  the  movement 
was  placed  in  Shanghai,  in  order  to  be  free 
from  the  vigilance  of  the  Central  Government. 
The  Kuomintang  certainly  succeeded  in  creating 
public  opinion  to  a  suflacient  degree  to  provoke 
a  rebellion  against  constituted  authority.  It 
was  stated  that  the  loan  was  completed  without 
the  sanction  of  Parliament,  and  Parliament  was 
certainly  very  wroth  at  the  President  flouting 
its   authority.       At   the   meeting   of  May   5  the 
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Changyiyuan  passed  a  resolution  by  229  votes 
to  143  condemning  the  conclusion  of  the 
Quintuple  Loan  without  reference  to  Parliament. 
Protests  were  coming  in  from  many  places. 
Indignation  meetings  were  held  at  Canton, 
Kiukiang,  Chungking;  even  from  Manchuria 
there  were  protests  against  the  loan.  The 
Cabinet  had  to  warn  four  Tutuhs,  those  of 
Yunnan,  Kiangsi,  Anhui,  and  Kwangtung, 
that  the  statements  that  the  government 
had  unlawfully  borrowed  a  loan  without 
referring  it  to  Parliament,  and  that  the 
agreement  should  be  cancelled,  were  mischievous 
in  the  highest  degree.  Besides,  there  was  a  plot 
against  the  life  of  the  President  at  that  time, 
and  it  was  believed  that  General  Huang  Hsing, 
one  of  the  plotters  against  the  President,  had 
a  part  in  it. 

The  government  was  not  allowing  the  grass 
to  grow  under  its  feet.  Immediately  on  the 
signature  of  the  loan  advances  were  made  from 
day  to  day  for  nearly  a  month,  and  the  total 
reached  about  £2,000,000.  The  loan  was  only 
floated  on  the  21st  of  May,  and  even  then  the 
bondholders  paid  by  instalments.  In  the 
meanwhile,  it  was  arranged  with  the  bankers 
that  they  should  increase  their  advances,  and 
the  Group,  with  the  consent  of  the  Powers, 
agreed  to  pay  over  £3,000,000,  in  order  to 
meet  the  pressing  liabilities  of  Peking.  But 
the  loan  really  did  not  prove  of  as  great  help 
to  the  country  as  it  was  once  expected.  The 
fault  was  mainly  that  of  the  Government,  simply 
because  they  were  not  willing  or  able  to  offer 
sufficient  guarantees  for  a  bigger  sum  than  the 
one  which  the  bankers  thought  it  safe  to  give. 
The  Chinese,  on  the  other  hand,  believed  that 
it  was  entirely  the  fault  of  the  consortium 
that  the  country  was  bankrupt.  They  believed 
that  the  critical  situation  would  not  have  arisen 
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or  that  the  liabilities  would  not  have  increased 
if  the  bankers  had  not  "  ungraciously  and 
distrustfully"  withheld  the  loan;  but  the 
situation  was  not  very  much  the  better  on 
account  of  the  signing  of  the  loan.  Out  of  the 
nominal  total  of  £25,000,000  the  government 
received  only  £21,000,000.  Out  of  the  £21,000,000, 
£12,000,000  went  from  the  right  hand  of  the 
foreigner  to  the  left,  in  order  to  meet  the  gold 
obligations.  £2,000,000  were  reserved  to  be 
spent  on  the  security  of  the  loan.  Only 
£7,000,000  were  received  by  the  government, 
land  expenditure  of  the  amount  was  strictly 
controlled  by  the  foreigners.  Although  a 
considerable  amount  of  liabilities  was  liquidated 
out  of  the  proceeds  of  this  borrowing,  it  was 
still  found  that  the  Government  had  only  a 
phantom  existence,  as  the  loan  could  not 
meet,  even  had  there  been  no  rebellion,  the 
substantial  sums  needed  for  expenditure  in  the 
direction   of  reorganization   of  the   Government. 

The  original  arrangement  or  the  purposes 
for  which  the  different  sums  were  to  be  spent 
were  mentioned  in  the  Annexes  to  the  loan. 
The  details  are  interesting  as  showing  that, 
in  spite  of  the  unsatisfactory  position  of  the 
governmental  authority  in  the  country,  Chinese 
statesmen  were  not  astute  enough  to  discriminiate 
between  right  and  wrong  expenditure  and  that  the 
methods  of  the  government  either  were  in  no 
way  superior  to  those  of  the  previous  regime. 
There  are  six  heads  in  the  Annexes,  totalling 
between  them  rather  over  £21,000,000,  the 
sum  which  the  Chinese  government  received 
when   the  transaction  of  the  loan  was  completed. 

The  outstanding  liabilities  of  the  Chinese 
government  are  dealt  with  in  Annex  A.  Under 
this  head  comes  £2,000,000  arrears  of  the 
JBoxer  Indemnity  for  1912,  after  setting  apart 
the    Customs    surplus    for    this    same    purpose, 
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no  provision,  however,  being  made  for  the 
first  four  months  of  1913.  Some  of  the  advances 
of  the  Sextuple  Group,  which  totalled  £1,750,000, 
the  advance  of  the  Belgian  loan  of  £1,250,000, 
the  Currency  Loan  advance  of  £400,000,  with 
interest,  are  included  under  this  head,  the 
whole  aggregating  £4,317,000. 

Annex  B  deals  with  the  amounts  owing  by 
the  provinces  to  the  different  banks,  either 
jointly  or  separately.  A  total  of  Tls.  20,138,000, 
or  roughly  £2,870,000,  is  included  under  this 
head.  The  foreign  liabilities  of  the  government 
maturing  between  May  17  and  September  15 
form  the  subject  matter  of  Annex  C.  The 
Treasury  bills,  maturing  between  May  and  June, 
aggregating  £1,350,000,  indemnities  against 
foreign  losses  during  the  Revolution  at  Tls. 
20,000,000,  two  loans  by  the  Yokohama  Specie 
Bank,  with  interest,  at  about  Tls.  2,500,000, 
constitute  the  different  items  in  this  Annex  C, 
totalling  about  £3,592,000.  Thus  the  foreign 
liabilities  alone  total,  according  to  the  statement 
of  the  Annexes,   £10,779,000. 

The  cost  of  the  disbandment  of  the  troops 
forms  the  subject  matter  of  Annex  D.  The 
total  is  given  as  Tls.  20,870,000,  or  about 
£3,000,000,  although,  however,  it  is  very  doubtful 
if  the  figures  given  against  each  place  were  based 
on  accurate  audit  or  intended  to  be  spent  at 
all.      The  details  are  as  follow  : — 

Tls. 

Shantung      800,000 

Shansi    500,000 

Honan    600,000 

Anhui     1,000,000 

Hupeh    4,000,000 

Kiangsu     1,500,000 

Fukien    1,400,000 

Kuangsi     1,200,000 
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Tls. 

Szechuan       2,000,000 

Yunnan      1,000,000 

Kweichow     600,000 

Shensi    1,400,000 

Mukden     600,000 

Kirin      400,000 

Kansu     1,000,000 

Sinkiang    600,000 

Jehol       600,000 

Kwangtung       1,500,000 

Chekiang       500,000 

Kiangsi      600,000 

As  the  revenue  was  evidently  practically 
nil  at  the  time  the  expenditure  of  the  various 
Boards  from  April  to  September  in  1913  was 
intended,  according  to  Annex  E,  to  be  met  out 
of  the  loan.      Following  are  the  details  : — 

$ 

Foreign  Affairs    1,776,000 

Interior      2,192,000 

Finance      13,021,000 

Army      15,826,000 

Navy       1,382,000 

Law     626,000 

Education      1,337,000 

Agriculture  and  Forestry  ...      351,900 

Communications      539 ,  000 

Works  and  Commerce    268,000 

or  a  total  of  $37,322,000.  Besides  this  regular 
expenditure  there  is  a  list  of  extraordinary 
expenses,  which  are  extremely  interesting  as 
showing  the  insufficient  organization  of  the 
Government's  finances.      The  details  are  : — 

$ 

Bureau  of  Printing  (Engi- 
neering, etc.)    750,000 

Paper  Mill  (Engineering, 
etc.)     1,400,000 
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$ 
Mint  (Enginnering,  etc.)   ...      500,000 

University  (Building)    500,000 

Tsung  Tombs  (Building)  ...  4,611,000 

Parliament  (Building)    1,500,000 

Debts  of  various  Boards  in 
1912 — Administrative  ex- 
penses       3,845,000 

Imperial  pensions  for  1912  3,017,000 
Rice   commutation — 8   ban- 
ners       1,807,000 

Some  of  the  sub-heads  are  also  interesting. 
Under  Foreign  Affairs  the  expenses  of  Legations 
abroad  are  placed  at  $1,224,000;  under  Finance 
the  expenses  of  the  President's  Yamen  total 
$300,000;  the  expenses  of  Parliament  $1,000,000; 
Imperial  pensions  2,777,000;  allowances  to 
various  bannermen  and  their  rice  commutation 
$6,666,000;  under  the  Army  the  salaries  and 
allowances  of  the  Bureaux  of  Divisions  are 
placed  at  $8,400,000.  The  extraordinary  items, 
of  course,  deal  with  the  capital  expenditure 
and  arrears  for  the  previous  periods,  while  the 
ordinary  expenditure  of  the  Boards  deals  with 
the  sum  needed  for  the  six  months  from  April 
to  September,  1913.  The  grand  total  under 
this  head  comes  to  about  £5,500,000.  The 
last  Annexe,  or  Annexe  F,  gives  the  expenditure 
for  the  reformation  of  the  Salt  Gabelle,  as 
follows  : — 

$ 

Capital  for  purchase  and 
transportation  of  salt 7,000,000 

Expenses  for  establishing 
salt  making  factories 
with  machines     3,000,000 

Reorganization  of  salt  lands  5,000,000 
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$ 
Capital  for  advances  to  salt 
merchants        under        a 
■  banking    scheme    to    be 
approved  by  the  banks  ...  5,000,000 

or  a  total  of  $20,000,000. 

It  is  interesting  to  note  that  these  Annexes 
do  not  provide  for  sums  owing  to  several 
foreign  firms,  both  in  China  and  abroad, 
which  were  promised  definitely  to  be  paid  out 
of  the  proceeds  of  the  loan,  besides  the  fact 
that  this  loan,  if  the  Annexes  had  '  been 
followed,  would  have  had  no  right  to  be  called 
a  Reorganization  Loan.  Besides  the  items 
mentioned  in  the  Annexes  to  the  loan,  there  were 
quite  a  few  items  for  respectable  sums  which  it 
obligatory  on  the  part  of  the  Chinese 
government,  if  it  wished  to  maintain  its 
credit,  to  pay  at  as  early  a  date  as  possible. 
The  sum  due  for  men-of-war  built  in  Europe, 
and  which  had  not  been  paid  for  a  long 
time,  amounted  to  about  £1,000,000;  the  three 
Carlowitz  loans  for  Marks  12,200,000,  or 
£610,000,  had  been  obtained  on  the  explicit 
stipulation  that  they  should  be  repaid  as  soon 
as  the  big  loan  was  signed;  the  Mitsui  loans 
were  to  the  total  of  £550,000,  and  the  Okura 
loans  £200,000,  the  lenders  in  both  instances 
having  been  promised  repayment  in  May  1912 
and  should  have  been  paid  at  the  earliest  possible 
date.  The  loans  to  be  repaid  at  the 
very  earliest  opportunity  were  those  which  were 
contracted  by  the  Revolutionary  government 
with  the  Chinese  merchants.  The  gentry  and 
the  merchants  in  the  different  provinces  gladly 
contributed  various  amounts,  and  later  on  they 
were  forced  to  contribute  to  help  the  revolutionary 
cause.  As  a  rule,  they  gladly  helped,  and 
they    did    it   under    the    definite    promise    that 
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through  the  proceeds  of  the  first  foreign  loan 
their  obligations  would  be  met.  The  total, 
without  exaggeration,  was  about  Tls.  20,000,000, 
or  roughly  £3,000,000.  Moreover,  quite  a 
number  of  firms,  foreign  and  Chinese,  had 
supplied  arms  and  ammunition  during  the 
Revolution,  and  these  amounts  totalled  about 
£2,000,000,  and  no  provision  was  made  under 
these  loans  for  the  payment  of  these  bills  for 
arms  and  war  material.  Hence  the  Government 
was  in  an  extremely  delicate  situation.  The 
Quintuple  Group  certainly  did  not  approve  of 
the  details  of  the  Annexe,  but  the  bankers 
refused  to  consider  the  application  of  the  loan 
funds  to  meet  liabilities  like  those  for  arms  and 
ammunition,  and  those  that  were  borrowed  from 
the  Chinese  merchants. 

While  such  was  the  financial  position,  the 
loan  proved  the  last  straw  in  fanning  into  flame 
the  agitation  that  was  being  engineered  against 
the  President.  At  about  this  time,  just  before 
the  signing  of  the  loan,  a  prominent  Nationalist 
leader  named  Sung  Chiao-jen  was  murdered 
in  Shanghai,  and  rightly  or  wrongly,  it  was 
believed,  and  the  Revolutionary  party  circulated 
the  statement  as  fact,  that  the  murder  was 
done  under  the  auspices  of  the  President  or  his 
entourage  in  Peking.  It  was  thought  that  this 
prominent  Nationalist  would  prove  a  thorn  in  the 
side  of  the  constituted  authority  in  Peking, 
and,  rather  than  risk  fighting  him,  they 
wanted  to  remove  him  by  surreptitious  means. 
Dr.  Sun  Yat-sen  and  his  followers  who  were 
engineering  the  agitation  against  Yuan,  and 
usmg  all  possible  means  to  inflame  public  opinion, 
seized  upon  the  loan  as  not  being  concluded  for 
meeting  the  liabilities  of  the  country,  but  for 
strengthening  Yuan's  position.  The  following 
sentence  from  Sun  Yat-sen' s  manifesto  despatched 
to  London  early  in  May,   1913,   is  significant:— 
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"The  government,  conscious  of  its  guilt  and 
the  enormity  of  its  offence,  and  realising  the 
strength  of  the  wave  of  indignation  sweeping 
over  the  nation  as  a  direct  result  of  its  criminal 
deeds  and  wicked  betrayal  of  trust  reposed  in 
it,  and  perceiving  that  it  is  likely  to  lead  to  its 
downfall,  suddenly  and  unconstitutionally 
concluded  a  loan  for  £25,000,000  sterling  with 
the  Quintuple  Group  despite  the  vigorous  protests 
of  the  representatives  of  all  nations  now 
assembled  at  Peking.  If  the  Peking  government 
is  kept  without  funds,  there  is  promise  of  a 
compromise  between  it  and  the  people  being 
effected,  while  the  immediate  effect  of  a  liberal 
supply  of  money  will  probably  be  the  precipitation 
of  a  terrible  and  disastrous  conflict.  Before  the 
establishment  of  the  Republic  the  people  have 
sacrificed  much  and  have  now  determined  to 
preserve  it  at  all  costs.  In  the  name  of,  and 
for  the  sake  of,  humanity  which  civilization 
holds  sacred,  I  therefore  appeal  to  you  to  exert 
your  Influence  with  a  view  to  preventing  the 
bankers  from  providing  the  Peking  government 
with  funds,  which,  at  this  juncture,  will  surely 
be  utilized  as  the  sinews  of  war." 

The  loan  certainly  precipitated  the  conflict 
that  began  to  take  shape  in  about  May,  and 
culminated  in  the  struggle  round  the  Arsenal 
in  Shanghai  in  July  and  August,  1913.  The 
disaster  and  the  widespread  rebellion,  plunging 
the  country  into  a  bloody  war  perhaps  as 
extended  as  that  of  the  Taiping  Rebellion, 
were  averted  purely  by  the  moral  and  material 
assistance  rendered  by  the  Powers  and  the 
Group  banks  during  this  critical  period.  Of 
course,  a  good  deal  of  money  not  provided  for 
under  the  agreement  had  to  be  paid  to  Peking 
in  order  to  quell  the  rebellion,  and  the  Annexes 
had  to  be  considerably  altered.  This  certainly 
did  not  contribute  to  make  the  financial  position, 
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which  was  already  bad,  any  the  better,  but  it  was 
believed,  that  with  the  advent  of  peace,  the 
government  at  Peking  would  become  stronger 
than  ever  and  be  able  to  count  upon  some  revenue 
from  the  provinces.  It  proved  to  a  certain  extent 
correct  that  the  subjugation  of  the  rebels 
contributed  to  the  extension  of  the  power  of  the 
central  authority,  but  the  improvement  was  in 
no  way  perceptible,  and  in  spite  of  the  fact  that 
from  a  so-called  parliamentary  government 
China  reverted  almost  to  a  military 
dictatorship  under  President  Yuan.  The  large 
sums  outstanding  within  the  country  itself, 
and  the  considerable  amount  of  paper  money 
circulating,  and  at  very  depreciated  values,  made 
the  task  of  government  extremely  difficult. 
The  provinces  which  essayed  to  send  certain 
amounts  found  themselves  unable  to  do  so.  In 
the  meanwhile,  the  soldiers  that  were  disbanded 
became  a  cause  of  menace  to  the  country.  They 
organized  themselves  into  bands  of  marauding 
thieves,  and  in  almost  every  province  such  bands 
were  terrorrizing  the  country  people;  and  then 
there  arose  the  phantom  of  the  White  Wolf, 
who  is  as  elusive  as  he  is  successful  in  burning 
and  looting  and  bringing  destruction  all  along 
his  path.  Thus  once  again  the  Central 
Government  had  to  depend  on  the  revenues 
of  the  Northern  Railways  and  the  Peking 
octroi  on  which  to  subsist.  Even  on  the  very  day 
when  the  first  Reorganization  Loan  was  signed,  it 
was  evident  that  that  sum  would  prove  in  no 
way  commensurate  to  the  needs  of  the  country, 
and  that  a  loan  for  a  similar  amount  was 
absolutely  essential.  The  passing  of  time  only 
proved  the  truth  of  this  statement,  and  every 
day  made  it  more  urgent  that  a  new  loan  should  be 
completed  as  early  as  possible;  but  the  terms 
of  the  bankers  were  still  more  unpalatable  to  the 
Chinese    than     in   the   case   of  the   first   loan— 
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although  advisers  were  appointed  under  the  old 
loan,  and  the  Salt  Gabelle  was  brought  under 
the  guidance  of  such  a  capable  administrator  as 
Sir   Richard   Dane. 

It  was  found  that  no  further  amounts  could 
be  given  to  the  Chinese  unless,  of  course,  there 
was  some  means  of  making  the  control  of  Sir 
Richard  Dane  over  the  Salt  Department  almost  as 
complete  as  that  of  the  control  of  the 
Inspector- General  of  the  Customs  over  the 
Customs  revenue.  All  kinds  of  obstacles  were 
placed  in  the  path  of  Sir  Richard,  and  during 
the  early  months  of  1914  the  Chinese  found 
that  they  were  cutting  their  nose  to  spite  their 
face  in  not  giving  a  free  hand  to  Sir  Richard. 
In  spite  of  the  large  outstandings  the  position 
was  not  very  desperate,  in  view  of 
the  fact  that  the  Customs  surplus  was 
big  enough  to  completely  discharge  the  liabilities 
on  the  score  of  the  Boxer  Indemnity.  Ever 
since  October,  1913,  not  one  month  has  been  in 
arrears,  and  during  the  early  months  of  1914 
the  indemnity  amounts  were,  as  a  matter  of  fact, 
paid  even  before  the  close  of  each  month.  The 
new  loan  was  still  negotiating,  and  at  about  the 
beginning  of  April,  1914,  it  was  believed  that  the 
signature  of  this  loan  for  a  total  of  £25,000,000, 
on  the  security  of  both  the  salt  and  the  increase 
in  the  Customs  revenue  from  the  present  duty 
to  an  effective  5  per  cent,   was  imminent. 

Since  the  latter  half  of  1912  once  again 
railway,  activity  in  China  has  been  very  noted. 
In  1912  the  construction  of  the  Hukwang  line, 
for  which  the  sum  of  £6,000,000  was  floated  in 
May,  1911,  was  begun.  The  Belgians  signed 
a  loan  with  the  Chinese  government  for  the 
construction  of  the  Honanfu-Sianfu  line  to  the 
total  of  £10,000,000,  and  they  paid  about 
£1,000,000  to  buy  back  the  portion  that  had 
already  been  constructed  under  purely  Chinese 
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auspices.  Very  little  was  done,  however,  by 
Dr.  Sun  Yat-sen,  who  was  appointed  Eailway 
Commissioner  for  all  China  at  a  princely  salary 
as  soon  as  he  resigned  his  temporary  o£&ce  as 
President  of  the  country ;  and  since  he  has  been 
actively  engaged  in  political  work,  it  is  very 
doubtful  if  he  did  anything  in  the  way  of 
promoting  railways  at  all.  Early  in  1913  the 
beginning  was  made  of  the  survey  of  the 
Kaifengfu-Hsuchow  line,  and  the  survey  for  the 
Pukow-Singyang  line,  conceded  to  the  British 
and  Chinese  Corporation  in  1908,  was  announced. 
In  August,  1913,  the  Belgian  Syndicate  secured 
a  concession  for  the  construction  of  another 
railway,  that  from  Kuehuacheng  to  Chengtu, 
on  a  loan  for  £10,000,000.  The  Japanese  also 
obtained  the  concession  for  the  Shihpingkai- 
Taonanfu  line,  with  prospects  of  extension.  At 
the  close  of  1913  a  very  important  contract 
was  given  to  Messrs.  Pauling,  who,  it  might 
be  remembered,  were  to  have  been  contractors 
of  the  Hsinmuntun-Fakumen  line,  for  a 
railway  from  Shasi  in  Hupeh  to  Singyifu  in 
Kweichow  via  Changteh  in  Hunan  and  Kweiyang. 
A  great  deal  of  this  activity  was  due  to  the 
announcement  of  a  change  in  the  British  policy. 
It  was  thought  that  all  loans  to  China  should 
only  go  through  the  Group,  but  it  was  felt  that 
it  would  prove  a  monopoly  acting  adversely  to 
Chinese  interests,  and  the  monopoly  of  the  Group 
was  restricted  only  to  loans  needed  for  purely 
governmental  purposes,  there  being  thus  free 
competition  for  loans  for  industrial  purposes. 

The  conditions  under  which  the  new  loans 
for  industrial  purposes  were  made  during  this 
period  were  quite  different  to  those  of  former 
times.  It  was  tacitly  agreed  that  the  railways 
or  other  works  constructed  on  the  loans  should 
be  sufficient  guarantee  without  invoking  the  help 
or    responsibility    of    the   government.      At   the 
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same  time  the  Chinese,  at  least  to  all  appearances, 
gave   up   the  opposition   to  foreign   control   and 
management    of    the    railways    or    works    thus 
brought  into   existence.      French   enterprise   was 
very   busy.      An  institution   called   the   Banque 
Industrielle  de    Chine  was  formed,    the   Chinese 
government   supplying   part  of  the   capital   lent 
to  it  by  the   French  promoters  of   the   scheme. 
This  bank  concluded   several   arrangements,    the 
principal  of  them  being  the  construction  of  the 
Pukou    port,    and    several    other  electrical   and 
minor  enterprises;  and  it  also  concluded  a  loan 
for    £4,000,000     for     the     construction     of     the 
Yamchow-Yunnanfu-Chungking      Railway,       an 
aggregate   distance   of  about    1,000  miles.      The 
French   had  also  the     principal   share   in   most 
of    the    Belgian    railway    concessions,   especially 
that  from  Tatungfu  to   Chengtu.      At  the   same 
time  British  interests  have  been  no  less  active, 
and  early  in   1914   a  very  important  concession 
was   granted  for   the  construction   of  a  railway 
between     Nanking  and     Changsha;    the   British 
having   thus  obtained  three   concessions   during 
a  period    of    twelve    months.       The   amount  of 
the  loan   for   the   construction  of  the    Nanking- 
Changsha  line  is  £8,000,000 — a  total  only  slightly 
less  than    the    total    borrowed    for    the    British 
and    German    sections    of    the    Tientsin-Pukow 
line.        Thus,     within     a     very     short    period, 
arrangements     were     made    for    a    network    of 
railways  in  China,  and  the  facilities  Which  will 
be    provided    for    communication     between     the 
principal  parts  in  Central  and   Southern  China, 
and    the     development     of     trade     in     districts 
tapped,    will     be     something     far     beyond     the 
expectations  of  the  past. 

In  this  connexion  some  general  observations 
about  the  credit  of  China  in  the  foreign  markets 
may  not  be  out  of  place.  The  fact  that  so 
many  industrial  loans  have  been  concluded   at  a 
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time  when  the  credit  of  the  government  was 
apparently  at  the  lowest  possible  ebb  is  an 
indication  of  the  confidence  foreigners  have  in 
the  future  of  the  country,  apart  from  the  nature 
of  the  government.  As  a  matter  of  fact,  China 
should  thank  the  unworked  and  unknown 
resources  for  the  readiness  with  which  European 
capital  has  been  ready  and  willing  to  flow  in 
her  direction.  If,  during  the  short  period 
succeeding  the  Chino-Japanese  War  and  during 
the  two  years  following  the  establishment  of  the 
Republic,  the  credit  of  the  country  was  at  a 
very  low  ebb,  it  was  almost  entirely  due  to  the 
venality  and  corruption  of  officialdom;  but  it 
must  be  said  to  the  credit  of  China  that  as  long 
as  she  was  able  to  do  so,  she  almost  always 
took  scrupulous  care  to  discharge  her  obligations. 
Whether  the  methods  adopted  for  this  purpose 
were  sound  or  not  is  not  a  point  for  consideration ; 
but  that  she  did  meet  her  obligations,  even  at 
times  of  great  difficulty,  is  a  fact  which  helped 
to  maintain  her  credit. 

External  circumstances  were  responsible 
quite  as  much  for  the  pass  she  got  into  as  her 
own  faults.  There  has  been  a  good  deal  of 
blundering,  but  the  concatenation  of  unfortunate 
circumstances,  for  which  few  governments  in 
the  world  could  be  held  responsible,  have  to  a 
very  large  extent  contributed  to  the  vast  increase 
in  the  public  debt  of  China.  A  very  slight 
acquaintance  with  the  resources,  the  vastness, 
industry  and  capacity  of  the  country  is  sufficient 
to  show  that  the  total  of  her  debts  should  not 
prove  a  heavy  burden  after  all;  but  the  fact 
remains  that  under  present  circumstances  the 
government  finds  it  hard  to  meet  the  sums 
due  on  the  loans,  and  so  long  as  the  resources 
are  not  tapped,  and  the  government  is  what  it  is 
to-day,  the  resultant  position  is  not  one  to 
inspire  confidence.      Until  the  Revolution,  which 
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changed  the  government  from  a  monarchy  into 
a  republic,  the  very  nature  and  method  of 
administration  made  external  loans  impossible 
and,  to  a  very  large  extent,  unnecessary.  The 
provinces  managed  their  own  affairs  and  sent 
only  surplus  revenue  to  Peking,  although  there 
was  an  irreducible  minimum.  In  cases  of  floods, 
famine  and  scarcity,  Peking  had  certainly 
power  to  ask  one  province  to  go  to  the  help  of 
another.  Usually  the  cost  of  the  work  done 
in  one  province  in  normal  times  was  purely  out 
of  local  revenue,  and  Peking  had  no  effective 
control  over  such  expenditure.  To  be  precise, 
there  were  no  public  works  to  attend  to,  excepting 
some  half-hearted  attempts  at  famine  and  flood 
prevention.  Even  supposing  the  Peking 
government  had  attempted  to  control  expenditure, 
the  provinces,  which  have  always  been  jealous 
of  their  prerogatives,  would  have  resented  it. 
The  last  straw  that  turned  the  scale  against 
the  Manchus  was  the  construction  of  the 
Hankow-Szechuan  section  of  the  Hukwang 
Railway,  which  was  opposed  by  the  merchants 
and  gentry  of  the  province,  and  even  after  the 
establishment  of  the  Republic,  it  is  still  a  question 
of  Peking  versus  the  provinces. 

The  Central  Government's  need  of  money 
was  really  for  expenditure  outside  the  country, 
both  during  the  last  years  of  the  Manchu  rule 
and  the  first  years  of  the  Republican 
administration.  During  the  early  part  of  the 
Manchu  regime,  when  tribute  was  sent  to 
Peking,  the  amount  was  spent  within  the 
confines  of  China,  and  a  certain  portion  of  the 
amount  certainly  filtered  back  to  the  provinces. 
When  foreign  indebtedness  increased.,  the 
provinces  had  not  only  to  provide  for  the 
regular  needs  of  the  central  government,  but  also 
to  meet  the  debts  incurred  with  foreign  countries. 
Patriotism  in  China  has  generally  been  parochial, 
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and  the  study  of  practical  politics  was  too  meagre 
to  instruct  the  provinces  that  Peking's  debts 
were  no  other  than  their  own  debts. 

During  the  Revolution  of  1911,  and  for  a 
short  while  after,  however,  the  merchants  and 
gentry  in  the  different  provinces  supplied  funds, 
at  first  to  carry  on  the  revolution,  and  next  to 
carry  on  the  work  of  the  government.  At  first 
the  antipathy  in  which  the  Manchu  rulers  were 
held  w^as  sufiiciently  potent  to  bring  forth 
voluntary  contributions,  although  it  should  not 
be  forgotten  that  the  sponsors  of  the  Revolution 
promised  an  El  Dorado  in  China,  once  the 
Republic  was  proclaimed.  Later  on,  enthusiasm 
waned  and  most  of  the  contributions  were  forced, 
especially  to  maintain  the  provincial  exchequers, 
which  were  constantly  on  the  verge  of  bankruptcy. 
Of  course,  contributions  were  not  forced  in  the 
real  sense  of  the  word.  The  fact  is  that  a 
large  issue  of  paper  money  was  resorted  to,  and 
as  there  were  no  reserves  at  the  back  of  the  issues, 
this  money  was  worthless  from  the  point  of  view 
of  proper  finance.  The  people  were,  however, 
obliged  to  take  them,  and  this  money  had  perforce 
to  circulate  usually  at  a  very  large  discount. 
It  is  difficult  to  estimate  the  amounts  owing  on 
these  accounts  or  what  may  more  or  less  be 
called  internal  loans.  A  recent  note  by  the 
Minister  of  Finance  put  the  total  issue  of  paper 
money  in  the  provinces  at  about  $180,000,000, 
and  practically  the  whole  of  this  amount  would 
have  to  be  redeemed.  The  only  advantage  the 
Government  derives  is  that  it  does  not  pay 
interest  on  this  amount  and  that  there  is  every 
chance  of  the  redemption  being  effected  with  an 
outlay  considerably  less  than  the  face  value  of 
the  notes.* 

*  A  list  of  the  outstanding  obligations  of  the  Government  is  given 
in  Appendix  A.  Detailed  reference  to  the  history  and  terms  of  the 
Railway  loans  will  be  found  in  the  Chapter  on  "  Communications." 
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THE  TRADE  OF  CHINA 

If  other  circumstances  had  been  less 
unfavourable  than  they  have  been  for  a  long 
while  past,  it  might  have  been  possible  for 
China  to  have  arranged  her  affairs  with  much  less 
difficulty,  even  although  the  financial 
embarrasment  due  to  the  accumulation  of 
foreign  indebtedness  was  great.  It  was  more 
the  force  of  circumstances  than  wilful 
entanglement  that  has  led  to  the  piling  up 
of  her  liabilities,  involving  an  annual  expenditure 
of  over  Tls.  50,000,000.  Similarly,  it  is  more 
through  external  circumstances  than  her  own 
initiative  that  she  has  been  led  to  a  pass, 
especially  in  trade,  in  which  the  situation  is 
not  one  conducive  to  her  benefit.  Ever  since 
the  beginnings  of  foreign  trade  the  total  has  been 
improving  year  after  year,  and  with  what  result 
I  will  discuss  later  on. 

A  knowledge  of  the  impediments  in  the 
path  of  the  progress  of  trade  in  China  is  very 
essential  to  understand  in  its  true  perspective 
whatever  advance  has  been  made  during  the 
past  sixty  years.  I  do  not  mean  to  convey  that 
foreign  trade  as  an  important  factor  has  only 
existed  during  this  period.  So  far  as  records 
show,  there  has  been  a  sort  of  foreign  trade 
even  as  early  as  the  16th  Century,  and  there 
lias  certainly  been  a  comparatively  active  trade 
in  the  latter  part  of  the  l7th  Century.  The 
advent  of  the  East  India  Company  to  China 
was  the  beginning  of  a  great  activity  in  the 
annals  of  the  foreign  trade  of  this  country.    The 
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"  Atlas  Geographus  "  of  Hermann  Moll,  published 
in  London  in  1712,*  gives  the  following  interesting 
particulars   of  the  foreign  trade  of  that  period  : — 

"  Our  merchants  bring  from  thence  (China) 
tea,  quicksilver,  vermilion,  China  root,  rhubarb, 
musk,  raw  and  wrought  silks,  damasks,  satins, 
tafettas,  velvets,  palampores,  etc.,  copper,  alum, 
camphor,  sugar  and  sugar  candy,  fans,  pictures, 
lacquered  ware,  porcelain,  clockwork,  toys, 
several  sorts  of  drugs,  silver  and  gold  :  though 
the  latter  is  to  be  had  only  underhand  of  the 
mandarins,  the  exportation  of  which  being 
prohibited  by  Chinese  laws.  The  goods  usually 
imported  from  Europe  are  bullion,  cloths, 
clothsbrush,  perpetuanas,  camlets  of  scarlet, 
black,  blue,  sad  and  violet  colours;  lead,  which 
is  the  best  ready  money  commodity;  and  a 
private  trader  may  carry  coral  in  branches, 
clear  amber-heads,  thin  flintware,  ordinary 
horse  pistols  with  gilt  barrels,  sword  blades  at 
14s.  a  dozen,  spectacles  in  horn  of  about  half 
a  crown  a  dozen,  telescopes,  perspectives, 
magnifying  glasses,  looking  glasses  and  large 
bowls;  with  clocks  and  watches  of  the  newest 
fashion,  which,  if  he  can  get  ashore  without 
paying  the  duties,  turns  to  •  better  account  than 
trading  with  ready  money." 

It  is  not  necessary  for  me  to  state  that 
the  only  port  open  to  foreign  trade  in  China 
at  that  time  was  Canton,  and  even  there  trade 
was  carried  on  under  very  heavy  restrictions 
and  regulations.  There  are  records  of  a  compara- 
tively large  foreign  trade  with  Japan, 
Batavia  and  Cambodia,  mostly  from  South  China. 
It  is  evident,  therefore,  that  even  before  the  end 
of  the  17th  Century  the  foreign  trade  of  the 
country    was    not    negligible  as   compared   with 

*  "  Atlas  Geographus :  or  a  compleat  System  of  Geography,  Ancient  and 
Modern,"  done  from  the  latest  observations  by  Hermann  Moll, 
Geographer.     Asia,  pp.  765-766. 
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the  progress  made  in  other  countries.  It  is 
interesting  to  note  that  the  view  held  by  the 
Chinese  as  regards  foreign  trade  was  not  one  of 
mutual  benefit,  but  of  confering  great  favours 
on  the  foreigners  by  allowing  them  to  trade,  even 
although  in  only  one  port.  The  following 
extract  from  an  Edict  of  Ch'ien  Lung  to  Kmg 
George  the  Third  in  reply  to  the  request  to 
give  greater  facilities  for  foreign  trade,  makes 
interesting  reading*  : — 

"  Yesterday     your     Ambassador    petitioned 
my   Ministers  to   memorialise  me  regarding  your 
trade    with    China,    but    his    proposal     is     not 
consistent  with   our  dynastic   usage,  and  cannot 
be    entertained.      Hitherto,  all  European  nations, 
including      your      own       country's       barbarian 
merchants,  have  carried  on  their  trade   with   our 
Celestial  Empire    at    Canton.      Such    has    been 
the     procedure   for  many    years,    although    our 
Celestial  Empire  possesses   all  things   m  prolihc 
abundance  and  lacks  no  product  withm  its    own 
borders       There  was  therefore  no  need  to  import 
the     manufactures     of     outside    barbarians    m 
exchange  for  our  own  produce.      But   as  the  tea, 
silk   and  porcelain   which  the   Celestial  Empire 
produces    are    absolute    necessities   to   European 
nations   and  to   yourselves,   we   have  permitted, 
as   a  signal  mark   of  favour,   that  foreign  hongs 
should  be  established  at  Canton,    so  that  your 
wants   might     be     supplied    and    your    country 
thus  participate  in  our  beneficence.      But  your 
Ambassador'^has  now  put  forward  new  requests 
and  completely  fails   to   recognize  the  Throne  s 
principle    to    'treat    strangers    from    afar    with 
indulgence,'   and  to  exercise  a  pacifying  control 
over  barbarian  tribes  the  world  over.      Moreover, 
our   dynasty,   swaying  the  myriad   races  of   the 

*  Annals    and    Memoirs    of    the    Court  of  Pekin  by  E.  Backhouse  and 
J.  0.  P.  Bland,    pp.  326-331. 
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globe,  extends  the  same  benevolence  towards  all. 
Your  England  is  not  the  only  nation  trading  at 
Canton.  If  other  nations,  following  your  bad 
example,  wrongfully  importune  my  ears  with 
further  impossible  requests,  how  will  it  be 
possible  for  me  to  treat  them  with  easy 
indulgence?  Nevertheless,  I  do  not  forget  the 
lonely  remoteness  of  your  island,  cut  off  from 
the  world  by  intervening  wastes  of  sea ;  nor  do 
I  overlook  your  excusable  ignorance  of  the 
usages  of  our  Celestial  Empire.  I  have 
consequently  commanded  my  Ministers  to 
enlighten  your  Ambassador  on  the  subject, 
and  have  ordered  the  departure  of  the  mission ; 
but  I  have  doubts  that  on  your  Envoy's  return 
he  may  fail  to  acquaint  you  with  my  views  in 
detail,  or  that  he  may  be  lacking  in  lucidity, 
so  that  I  shall  now  proceed  to  take  your  request 
seriatim  and  to  issue  my  mandate  on  each 
question  separately." 

Finally  at  the  end  of  the  Edict  the  Emperor 
says : — 

"If  after  the  receipt  of  this  explicit  Decree, 
you  lightly  give  ear  to  the  representations  of 
your  subordinates  and  allow  your  barbarian 
merchants  to  proceed  to  Chekiang  and  Tientsin, 
with  the  object  of  landing  and  trading  there, 
the  ordinances  of  my  Celestian  Empire  are 
strict  in  the  extreme,  and  the  local  officials,  both 
civil  and  military,  are  bound  reverently  to 
obey  the  law  of  the  land.  Should  your  vessels 
touch  the  shore,  your  merchants  will  assuredly 
never  be  permitted  to  land  or  reside  there,  but 
will  be  subject  to  instant  expulsion.  In  that 
event,  your  barbarians  will  have  had  a  long 
journey  for  nothing.  Do  not  say  that  you  are 
not  warned  in  due  time.  Tremblingly  obey  and 
show  no  negligence.      A  special  mandate." 

Thus  the  foreign  trade  had  to  encounter  not 
only  the  perils  of  the  sea,  but  also  the  intense 
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opposition  of  the  Chinese  government  itself;, 
but  as  the  years  progressed  the  trade  certainly- 
increased,  and  the  number  of  nations  trading 
with  China  also  increased,  although  up  to  the 
last  four  decades  the  activity  of  nations  other 
than  the  British  was  only  by  fits  and  starts. 
In  the  beginning  of  the  19tii  Century  trade  was 
almost  wholly  in  the  hands  of  the  East  India 
Company,  although  even  then  there  was  a 
complaint  that  the  United  States  was  cutting 
into  the  British  trade.  In  an  interesting 
memorandum  on  the  China  trade  written  in 
1813,    Sir  George  Staunton*   says  : — 

' '  The  leading  article  among  our  manufactures 
and  productions  which  we  have  already 
succeeded  in  introducing  into  China,  are  our 
woollens  and  metals.  The  latter  have  found 
hitherto  but  little  sale  otherwise  than  in  their 
raw  and  unmanufactured  state.  In  a  country 
in  which  the  people  have  been  so  long  accustomed 
to  rely  for  all  the  necessaries  and  even 
conveniences  of  life  upon  its  internal  resources  ; 
where  almost  every  species  of  ostentation  and 
splendour  is  precluded  by  sumptuary  laws  and 
frugal  habits,  and  where  the  prejudices  against 
novelty  and  innovation  of  every  kind  have  been 
often  found  lo  more  than  counterbalance  the 
most  convincing  proofs  of  superior  excellence 
and  utility,  there  was  surely  little  reason  to 
hope  that,  had  things  been  left  to  take  their 
natural  course,  our  manufactures  and  productions 
could  have  ever  obtained  anything  like  an 
extensive  or  general  consumption. 

"  The  Company,  nevertheless,  now  sell  in 
China  annually  not  less  than  about  one  million 
sterling  in  value  of  British  woollens  alone.  To 
this  height  they  have  succeeded  in  carrying  the 

* "  Miscellaneous  Notices  relating    to    China    Trade "    by    Sir    George 
Thomas  Staunton,  Bart.,  L.L.D.,  F.R.S.,  London,  1822.    pp.  163-166. 
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trade,  by  previously  submitting  from  year  to- 
year  considerable  losses,  and  by  regularly  binding 
the  Chinese  merchants,  in  their  annual  contracts, 
to  receive  these  goods  in  part  payment  for  their 
teas,  and  upon  terms  which,  low  as  they  were 
in  comparison  with  those  upon  which  the 
woollens  were  originally  purchased  in  England, 
were  still,  almost  always,  considerably  higher  than 
could  have  been  warranted  or  expected,  upon 
the  mere  consideration  of  the  then  state  of  the 
demand  in  China. 

' '  Thus  the  sacrifices  made  by  the  Company, 
with  a  view  of  reducing  our  British  prices  more 
nearly  to  the  level  of  the  Chinese  market,  and 
the  exertions  to  which  the  Chinese  merchants  have 
been  at  the  same  time  stimulated,  in  order  to 
effect  without  actual  loss  the  disposal  of  a  stock 
constantly  imposed  on  them  in  superabundance, 
have  gradually  conspired  to  effect  the  dispersion 
of  our  manufactures,  to  a  great  extent,  over  the 
country,  in  spite  of  every  kind  of  predilection 
and  prejudice.  The  taste  for  British  goods  has 
been  introduced  and  seems  now  pretty  well 
established.  The  superior  quality  of  our  cloth 
seems  now  to  be  very  generally  felt  and 
acknowledged;  but  what  has,  perhaps,  most  of 
all  contributed  to  their  present  favourable 
reception  throughout  the  interior  of  China,  is 
the  uncommon  care  and  attention  bestowed  by 
the  Company  in  preventing  the  introduction  of 
anything  like  deception  or  suspicious  inequality 
into  the  packages  of  the  goods  issued  from  their 
warehouses.  In  this  respect  the  company  has 
been  successful  in  commanding  the  admiration 
and  confidence  of  the  Chinese. 

"  Another  and  still  more  important  view 
in  which  the  trade  of  China  is  to  be  considered 
is  the  supply  which  it  afford  us,  and  is  alone 
capable  of  affording,  of  an  article  in  such  general 
use  as  to  be  nearly  equivalent  to  a  necessary  of 
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life.  The  consumption  of  tea  in  the  British 
Dominions  is  now  estimated  at  twenty-five 
millions  of  pounds  weight,  upon  an  average,  per 
annum ;  and  it  will  scarcely  be  doubted  by  any 
who  consider  the  nature  and  the  universality  of 
the  consumption  of  this  article,  even  among 
the  lowest  classes  in  this  country,  that  any 
material  reduction  in  the  quantity,  or 
deterioration  of  the  quality  would  be  productive 
•of  very  considerable  distress  and  inconvenience. 
It  is  impossible  not  to  forsee  that  so  general  a 
privation,  so  material  a  diminution  of  the  daily 
and  domestic  comforts  of  the  poor,  as  must  ensue, 
in  a  proportionate  degree,  from  the  total  or  the 
partial  failure  of  the  supply  of  tea  would, 
wherever  the  evil  extended,  be  calculated  to 
excite  new  discontents,  as  well  as  to  embitter 
those  which  the  unavoidable  pressure  of  the 
war  might  have  already  occasioned." 

The  articles  dealt  in  throughout  the  whole 
of  the  18th  Century  and  the  earlier  periods  seem 
to  be  almost  the  same  without  much  variation, 
and  the  method  adopted  by  the  Chinese 
government  has  also  been  more  or  less  consistent. 
In  the  course  of  a  letter  written  in  1774  the 
following  statements  are  made*  : — 

"  Mais  puisqu'il  est  question  de  notre 
commerce  avec  eux,  nous  ajourterons  ici  quelques 
observations.  II  est  tres  certain  que  le 
Gouvernement  de  Chine,  envisageant  le  commerce 
des  Europeens  sous  le  grand  point  de  vue  de 
I'utilite  generale  de  I'Empire,  cherche  plus  a 
le  faire  tomber  qu'a  le  conserver;  et  que  si  les 
Empereurs  ne  s'etoient  pas  fait  un  point  de 
politique  d'accueillir  les  etrangers  et  d'afficher 
un  g6ut  decide  pur  ce  qui  vient  de  chez  eux, 
I'inter^t    particulier     de     Canton     n'auroit     pas 

*  "  Notice     Sur    les     objets    de    commerce    a    importer     en     Chine," 
par  les  Missionnaires  de  Pekin. 
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empeche  de  fermer  son  port  aux  Europeans.  La 
raison  en  est  fort  simple.  lis  emportent  des 
thes,  des  soies,  des  porcelaines,  etc.,  qui  sont 
necessaires  a  I'abondance  publique;  et  n'apportent 
que  de  I'argent,  dont  on  n'a  pas  besoin,  ou 
des  choses  dont  on  ne  veut  pas,  moins  encore 
parce  qu'elles  tournent  au  detriment  des  artistes 
Chinois  et  introduisent  des  nouveautes,  que 
parce  qu'elles  entament  la  simplicite  des  moeurs, 
et  menent  au  luxe,  qu'on  regarde  ici  decidement 
comme  un  fleau  qui  corrompt  I'innocence, 
augmente  le  besoins,  et  conduit  a  I'oppression  du 
peuple,  en  qui  il  augmente  et  aigrit  le  sentiment 
de  sa  misere.  2.  Tout  balance,  la  politique  du 
Gouvernement  chinois  regarde  les  echanges 
comme  plus  utiles  que  les  achats  en  argent,  soit 
parce  qu'ils  perfectionnent  I'industrie  des  ouvriers, 
qui  ne  tardent  pas  a  imiter  ce  qu'ils  voient,  soit 
parce  que,  vu  la  quantite  prodigieuse  d'argent 
qu'il  y  a  dans  I'Empire  et  dans  les  tresors  publics, 
son  augmentation  n'est  qu'un  embarras.  3.  Tout 
etant  peuple  ici,  hors  les  gens  en  place  et  les 
Lettres,  et  nos  etoffes  ne  pouvant  pas  plus  servir 
aux  gens  en  place  at  au  peuple,  que  chez  nous 
les  indiennes  aux  Magistrats,  aux  Militaires, 
aux  Artisans  et  aux  Paysans;  les  echanges  des 
etoffes  sont  une  chime  re.  Cependant  les 
camelots,  dont  on  fait  ici  des  especes  de 
redingottes  contre  la  pluie,  et  les  draps,  dont 
on  fait  des  surtouts  et  des  habits  de  maison 
pour  I'hiver,  pourroient  etre  vendus  en  certaine 
quantite,  s'ils  etoient  violets  ou  noirs.  Comme 
on  offre  a  I'Empereur  et  aux  Princes  nos  belles 
soieries,  on  pourroit  aussi  en  porter  a  la  Chine. 
"  Ce  qui  seroit  mieux  regu,  a  ce  qu'i] 
nous  semble,  si  on  suivoit  les  modeles  chinois, 
ce  seroit,  1.  tout  se  qui  est  du  ressort  des 
bijoutiers,  comme  bagues,  pendans  d'oreilles, 
aiguilles  et  ornemens  de  tete  en  pierres  fausses, 
pour  les  femmes;  2,    des  couteaux,  des  lunettes, 
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des  ciceaux,  des  montres,  des  horloges,  des 
tapis,  &c.  Les  couteaux,  faits  a  la  Chinoise, 
et  montes  tres-proprement,  reussiroient ;  nous 
en  dirons  autant  des  tapis,  s'ils  etoient  d'une 
longeur  et  d'une  largeur  assorties  aux  estrades 
sur  lesquelles  on  les  met  ici.  Les  montres 
et  les  horloges  ont  ete  decriees,  parce  qu'on 
en  a  porte,  ou  d'un  travail  trop  exquis,  ou 
d'usees,  ou  de  sailes  par  des  peintures  licentieuses. 
3.  Notre  theriaque,  nos  confections,  et  nos 
bons  emplatres  reussiroient  aussi  peu-a-peu, 
si  on  saisoit  ecrire  in  chinois  leurs  vertus  et 
la  maniere  de  s'en  servir,  et  si  on  saisoit 
ce  commerce  avec  la  bonne  foi  de  nos  anmiens 
commergans.  4.  Nos  peintures,  gravures, 
emaux,  fleurs  en  email,  &c.,  seroient  aussi 
achetes,  si  on  servoit  les  Chinois  selon  leur  gout. 
M.  Sonnerat,*  who  was  in  China  in  1779 
states  : — 

"  On  a  longtemps  dispute  pour  savoir  si  la. 
commerce  de  la  Chine  etoit  avantageux  aux  cinq 
nations  Europeennes  qui  y  portent  leur  argent; 
il  est  sur  que  tout  commerce  ou  on  echange  de  For 
et  de  I'argent  contre  des  merchandises,  est  onereux 
pour  un  etat;  si  elles  n'y  alloient  pas,  les 
dames  n'en  porteroient  pas  moins  des  gazes 
et  des  blondes ;  nos  manufactures  des  porcelaine 
et  de  belles  poteries  auroient  plus  d'activite ;  nos 
plantes  aromatiques  suppleeroient  au  the;  nous 
avons  vu  les  Chinois  eux-m^mes  lui  preferer 
notre  sauge. 

"  Le  commerce  des  Europeens  en  Chine 
pent  monter  pendant  la  paix  de  vingt-quatre- 
a  vingt-six  millions.  Les  Frangais  y  envoient 
deux  vaisseaux  et  y  portent  deux  a  trois- 
millions;  la   Compagnie  Anglaise  y  envoie  quatre, 

*  "  Voyage  aux  Indes  Orientales  et  a  la  Chine  "  fait  par  ordre  du  Roi,. 
depuis  1774  jusqu'en  1781,  par  M.  Sonnerat,  published  in  Paris  in  1782.. 
pp.  247-249. 
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six,  et  quelquefois  huit  vaisseaux,  sans  compter 
quinze  a  vingt  vaisseaux  de  c6te.  La  Compagnie 
y  porte  quatre  millions  en  argent  et  trois 
millions  en  drap;  les  negocians  Anglais  de 
Bengale,  Madras,  Surate,  Bombaye  et  Cambaye, 
y  portent  deux  millions  en  argent  et  deux 
millions  en  coton,  calin,  opium  et  rotin;  les 
Hoilandais  y  ont  toutes  les  annees  quatre 
vaisseaux,  ils  y  portent  quatre  millions  en 
argent  et  deux  millions  en  productions  de  leurs 
colonies;  les  Suedois  ainsi  que  les  Danois,  n'y 
envoient  que  deux  vaisseaux  et  y  portent  chacun 
deux  millions;  le  Roi  de  Prusse  y  envoyoit 
autrefois  un  vaisseau,  mais  dequis  longtems 
on  n'y  voit  plus  son  pavilion;  les  Espagnols 
de  Manille  et  quelques  Portugais  de  Goa  vont 
aussi  en  Chine,  mais  ils  n'y  achetent  que  le 
rebut  des  autre  nations :  leur  commerce  est 
peu  de  chose  et  ne  monte  pas  a  plus  d'un 
million. 

"  Les  nations  Europeennes  retirent  de  la 
Chine   des  thes    connus    sous    les    nems   de    the 

bouy,    the    vert   et    saothan On    rapporte 

aussi  de  la  Chine  de  la  grosse  porcelaine,  des 
soies  ecrues,  de  la  rhubarbe,  du  camphre, 
du  borax,  du  rotin  que  les  vaisseaux  marchands 
apportent  de  Malacca,  de  la  gomme  lacque,  des 
Nanquins,  des  Pekins  et  quelques  autres  etoffes 
de  sole;  on  rapportoit  autrefois  de  I'or,  sur 
lequel  on  gagnoit  vingt-cing  pour  cent; 
aujourd'hui  on  gagne  dix-nuit  et  vingt  sur 
ceiui  que  I'oi}  y  porte  de  I'lnde.  Les  differentes 
revolutions,  les  guerres  de  leurs  voisins,  leur 
on  fait  preferer  ce  metal  precieux  qui  facilite 
I'exportation  de  leur  fortune  en  tons  lieux." 

The  progress  of  trade  can  best  be  understood 
if  the  attitude  of  the  Chinese  towards  it  in  the 
very  commencement  of  foreign  intercourse  is 
studied  properly.  Even  to-day,  when  it  is 
but  natural  to  expect  that  contact  with  Western 
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civilization,  however  limited  it  may  be,  for 
over  a  hundred  years  should  have  taught  the 
Chinese  the  utility  of  commerce,  at  least  as  a 
civilizing  agency,  their  normal  point  of  view  is 
almost  unaltered  in  principle.  There  was  always 
a  persistent  ignoring  of  the  benefit  derived  by 
this  country  by  the  advance  of  trade,  although, 
however,  in  justice  to  the  Chinese  it  must  be 
admitted  that  the  nature  of  the  advance  has 
not  been  such  as  to  lead  to  enthusiasm  on  their 
part.  The  following  extract  from  Barrow's 
description  of  the  mission  of  the  Earl  of 
Macartney  to  China*  sums  up  the  attitude  of 
the  Chinese  : — 

"  The  nature  of  the  trade  carried  on  by 
foreign  nations  at  the  port  of  Canton  is  so  well 
known  that  it '  would  be  superfluous  for  me  to 
dwell  on  the  subject.  The  complaints  of  all 
nations  against  the  extortions  practised  there 
have  been  loudly  and  frequently  heard  in 
Europe,  but  the  steps  that  have  hitherto  been 
taken  have  proved  unavailing.  The  common 
answer  is,  "  Why  do  you  come  here  ?  We  take 
in  exchange  your  articles  of  produce  and 
manufacture,  which  we  have  really  no  occasion 
for,  and  give  you  in  return  our  precious  tea, 
which  nature  has  denied  your  country,  and  yet 
you  are  not  satisfied.  Why  do  you  so  often 
visit  a  country  whose  customs  you  so  dislike? 
We  do  not  invite  you  to  come  among  us,  but 
when  you  do  come,  and  behave  well,  we  treat 
you  accordingly.  Respect  then  our  hospitality, 
but  do  not  pretend  to  regulate  or  reform  it." 
Such  is  the  language  held  to  Europeans  by 
all  the  petty  ofiicers  of  government  with  whom 
they  have  to  deal.  With  such  sentiments  one 
cannot    be    surprised     that     foreign     merchants 

*  "  Travels  in  China  "  by  John  Barrow,  late  Private  Secretary  to  the  Earl 
-of  Macartney  and  one  of  his  suite  as  Ambassador  from  the  King  of  Great 
Britain  to  the  Emperor  of  China.     Published  in  London  in  1804.     Page  610. 
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should    be    received   with    indifference,     if     not 
handled  with  rudeness,   and  that  the  fair  trader 
should    be    liable    to    extortions.      This   is    still 
more     likely     to     happen     from     the     complete 
monopoly  of   all   foreign  trade   being  consigned 
to    a    limited    number    of    merchants,      seldom, 
I  believe,  exceeding  eight,  who  are  sanctioned  by 
government.      The   cargoes  of  tin,   lead,   cotton, 
opium,   and  large  sums  of  Spanish  dollars  sent 
to    Canton    from    Europe,    India,    and    America 
all     pass     through     the     hands     of     the     hong 
merchants,  who  also  furnish  the  return  cargoes. 
As  the  capital  employed  is  far  beyond  anything 
of  the  kind  we  can  conceive  in  Europe   by    so 
few  individuals,  their  profits  must  be  proportion- 
ately great,   or  they  could  not  be  able  to  bear 
the    expense   of   the    numerous  and'  magnificent 
presents    which  they  are  expected  to  make    to 
the  superior  officers  of  government  at    Canton, 
who,  in  their  turn,  find  it  expedient  to  divide  these 
with   the    Emperor   and    his    Ministers     in     the 
capital.      The  various  toys,   automatons,  musical 
and   moving   figures   from  Coxe's  Museum,    the 
mathematical     and     astronomical     instruments, 
clocks,  watches,   machinery,   jewellery,   all  made 
in  London,    and  now  in  the   different  palaces  of 
the    Emperor    of    China,   are  said  to  be  valued 
at  no  less  a  sum  than  two  million  sterling — all 
presents    from    Canton.       The    principal   officers 
of  this  government  are  invariably  sent  down  from 
Peking ;  they  arrive  poor,   and,   in  the  course  of 
three  years,  return  with  immense  riches.      The 
import  and  export  duties  which  by  the  law  of 
the  country  ought  to  be  levied  ad  valorem,  are 
arbitrarily   fixed   according  to  the  fancy  of  the 
collector,   and  although   the    Court   is    at   times 
ready  to  punish  by  confiscation  of  their  property 
such    as    have    been    guilty    of    corruption    and 
oppression,  yet  by  accepting  their    presents,    it 
seems  to  lend  them  its  encouragement." 
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I  will  close  with  only  one  other  extract 
regarding  the  economic  position  of  commerce 
at  the  close  of  the  18th  Century  from  the  work 
of  the  Abbe  Grosier*  : — 

"  The  only  commerce  which  the  Chinese 
consider  of  any  advantage  is  that  which  they 
keep  up  with  Tartary  and  Russia.  It  furnishes 
them  by  barter  with  those  goods  which  are  so 
necessary  and  so  much  used  in  all  the  Northern 
provinces;  it  even  appears  that  the  aversion  of 
the  Chinese  to  trade  with  the  European 
nations  is  greatly  lessened.  We  have  lately 
read  in  the  public  papers  that  the  reigning 
emperor  has  established  a  commercial  company 
at  Canton,  but  it  may  be  asked,  will  this 
innovation  prove  in  any  respect  beneficial  to 
the  Chinese?  They  alone  can  resolve  this 
question.  Ideal  riches  are  not  necessary  for 
them  under  their  present  form  of  government. 
If  the  adopt  a  new  system,  time  will  be  required 
to  establish  it.  The  price  of  the  principal 
necessaries  of  life  must  be  greatly  enhanced, 
and  the  immense  number  of  people  by  whom 
China  is  inhabited  must  still  remain  a  long 
time  poor.  This  perhaps  may  appear  a  paradox, 
but  we  are  of  opinion  that  it  is  much  easier 
to  increase  the  population  of  a  state  by  means 
of  commerce  than  to  introduce  commerce  into 
a  country  abounding  with  an  infinite  number 
of  inhabitants." 

Although  certain  figures  are  extant  as  to 
the  volume  and  value  of  the  trade  in  the  early 
periods,  it  is  of  course  useless  to  expect  them  to 
be  accurate,  or  to  have  been  arrived  at  by  a 
proper  computation.  They  must  be  taken  as 
furnishing  an  indication  of  the  trend  of  foreign 
■trade,  as  also  helping  to  explain  the  vicissitudes 

*  "  General  Description  of  China  "  translated  from  the  French  of  Abbe 
Grosier,  London,  1786. 
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the  trade  had  to  undergo  for  a  considerable 
period.  For  obvious  reasons  a  steady  expansion 
was  impossible  until  the  organization  of  the 
Imperial  Maritime  Customs.  The  Chinese 
authorities  have,  as  I  stated  above,  been 
systematically  and  consistently  opposing  such 
expansion.  In  a  secret  report  to  the  Emperor 
in  1814,  the  Viceroy  of  Canton  feelingly  "'  deplores 
the  arts  and  machinations  by  which  the  servants 
of  the  East  India  Company  had  contrived  to 
raise  the  prices  of  the  worthless  productions  of 
their  country  extravagantly  high,  while  they 
had  at  the  same  time  depressed  those  of  the 
invaluable  commodities  of  China  so  low  that 
the  native  merchants  were  defrauded  of  their 
just  profits  and  reduced  entirely  under  the 
grasp  and  influence  of  the  encroaching  foreigners." 
At  that  time  the  export  trade  was  practically 
confined  of  tea,  while  opium  constituted  the 
bulk  of  the  imports.  While  the  British  were 
certainly  trying  to  do  their  best  to  import  and 
sell  some  of  their  manufactured  goods,  besides 
opium,  in  exchange  for  tea  and  other  China 
produce,  most  of  the  other  nations  only  brought 
specie,  as  they  had  no  manufactures  to  sell  to 
China  a,t  that  period.  At  the  close  of  the 
18th  Century  America  was  doing  a  very  brisk 
trade  with  China,  their  main  objective,  as  that 
of  the  other  nations,  being  to  buy  as  much 
China  tea  as  possible.  As  Sir  George  Staunton 
observes  in  another  connexion,  "  some  portion 
of  the  teas  purchased  by  the  Americans  was 
no  doubt  paid  for  in  specie,  and  another  portion 
by  the  proceeds  of  skins  collected  upon  the 
North  West  Coast,  or  of  sandal-wood  cut  upon 
the  Fiji  Island."  Later  on  the  American 
clippers  were  prominent  and  did  a  roaring  trade 
with  China  in  opium,  mostly  of  the  Turkish 
and  Persian  variety.  The  trade  in  opium 
became    completely    British    at    a    later    period, 
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mainly  owing  to  the  fact  that  the  bulk  of  foreign, 
opium  in  demand  in  China  was  grown  in  India, 
although  other  causes  also  contributed  to  bring: 
about  the  change. 

It  is  easy  to  see  that  the  object  of  foreign 
trade  during  early  times   was   quite   different  to 
that  of  to-day.      Foreign  merchants  were  anxious 
to  buy    China    produce,     especially    tea.      This 
trade   was   very  profitable  to  them,  as  they  could 
sell    tea    and    other   commodities    in    their    own 
countries  at  a  very  good  profit.      The  governments 
also   encouraged  this  trade,    as  it  brought  good 
revenue   to    their    coffers.        It   is    stated,    in    a 
paper   given   in    evidence    before    the    House   of 
Lords  Committee,  that  the  East  India  Company, 
which    had    a    practical    monopoly     of     British 
foreign  trade  at  that  period,   exported   to  China 
China       in       the       season       1804-1805      British 
manufactures     and     productions    to    the    extent 
of    Tls.    4,249,691,     or,     at    the     then     rate     of 
exchange,  £1,416,562,  and  sustained  a  loss   upon 
that    export    of    Tls.    448,958,   or  £139,652;    and 
the    Company   carried    on    the    trade   with    that 
proportion  of  loss  for  a  considerable  time,  as  it  was 
able   to  make  up   for  that  loss  by  the  profit  it 
made    on    the    sales    of    the    China    produce    in 
England  and  other  countries. 

It  is  a  noteworthy  fact  that  in  these  years 
China  was  being  flooded  With  specie,  so  much 
so  that  money  became  almost  a  drug  on  the 
market.  It  was  an  unfortunate  circumstance, 
both  from  the  Chinese  and  foreign  point  of  view, 
that  foreign  trade  was  confined  to  Canton;  and 
in  spite  of  the  large  purchase  of  teas  and  other 
commodities,  there  was  really  no  use  for  the 
very  large  portion  of  the  silver  imported  into 
the  country.  It  must  be  understood  that  at 
that  time  opium  had  not  grown  into  such  an 
important  factor  of  trade  as  it  did  a  few 
years  afterwards.      There   was  really  no  demand 
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for  the  manufactures  of  foreign  countries  in 
China.  As  a  matter  of  fact  all  the  sales  of 
foreign  goods,  according  to  records,  were 
invariably  made  at  a  loss,  which  was  consistently 
recouped  by  the  purchase  and  sale  of  tea  and 
other  Chinese  produce.  Year  after  year  more 
and  more  specie  was  left  in  the  hands  of  the 
Chinese  dealers. 

It  is  an  axiom  that  excess  of  supply  of  a 
commodity  depreciates  its  value.  Silver  was 
not  only  the  money  of  China,  but  also  a 
commodity.  The  result  naturally  was  the 
depreciation  of  its  buying  power.  The  more 
silver  the  purchasers  and  dealers  had  the  less 
grew  the  value  of  the  produce  which  they 
had  to  sell.  Hence,  we  have  the  explanation 
of  the  complaint  of  the  Viceroy  of  Canton  at 
that  time,  in  spite  of  the  fact  that  large  quantities 
of  silver  were  being  imported  into  the  country. 

The  total  of  the  foreign  trade  at  that 
time  was  extremely  small,  but  for  a  number 
of  years  more  than  two-thirds  of  the  exports 
were  paid  for  in  specie  and  bullion,  for  which 
the  Chinese  had  a  very  limited  use,  except, 
perhaps,  for  purposes  of  hoarding.  The  total 
value  of  the  exports,  however,  remained  more 
or  less  stationary,  in  spite  of  the  fact  that 
the  quantities  exported  were  steadily  increasing. 
Between  the  years  1805  and  1820  the  Chinese 
were  taking  less  and  less  of  manufactured 
goods,  even  those  of  the  East  India 
Company.  The  total  imports  into  China  in  the 
season  1818-1819  were  to  the  value  of  Tls. 
1,851,369,  or  £617,123  as  compared  with  Tls. 
4,249,691,  or  £1,416,562,  in  the  season  1804-1805. 
An  extraordinary  change  was  brought  about 
in  the  situation  by  the  very  extended  use  of, 
and  demand  for,  opium  in  China  during  the 
following  decade.  Foreign  opium  had  been 
coming   to    China   for   quite    a   long  while,  but 
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the  demand  did  not  increase  so  visibly  until 
after  1820.  The  Chinese  developed  a  great  taste 
for  it,  and  whatever  quantity  was  brought  in  was 
being  easily  sold,  in  contrast  to  the  difficulty 
experienced  in  marketing  other  foreign  imports. 
Of  course,  with  the  increase  in  the  quantities 
offered,  values  decreased.  The  expansion  of 
trade  between  1821  and  1832  may  be  best 
understood  from  the  following  figures : — 

1821...  4,628  chests  @  $1,325  average=$  6,132,100 
1825...  9,621  ,,  @  723  „  =  6,955,983 
1830...  18,760  ,,  @  587  ,,  =  11,012,120 
1832...  23,670      ,,      @       648       „       =  15,338,160 

Thus,  by  1832,  the  trade  in  opium  had  increased 
five  fold,  although  the  price  had  fallen  only 
by  half.  It  is  still  more  interesting  to  note 
the  proportion  that  the  trade  in  opium  bore  to 
the  total  volume  of  China  trade. 

The  total  of  the  British  trade  with  Canton 
and  Lintan,  which  was  practically  the  major 
portion  of  the  foreign  trade  of  the  whole 
country,  was  as  follows  in  1833  : — 

Imports,  opium  $11,618,167 

Other  imports  11,858,077 

Total $23,476,244 


Exports,  tea     $  9,133,749 

Other  exports   11,309,521 

Total $20,443,270 

From  about  ifliis  period  onwards  the  position 
was  reversed;  hence  the  complaint  of  the 
Chinese  that  the  country  was  being  drained 
of  its  wealth.  Instead  of  apecie  coming  in 
large  quantities  as  in  former  years,  specie  had 
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to  be  sent  out,  as  the  exports  were  reducing  and 
did  not  even  .constitute,  during  many  years 
following,  even  half  of  the  total  imports.  The 
balance  of  the  trade  has  to  be  adjusted  by  such 
shipments,  most  of  it  going  toward  payment 
of  opium.  The  Chinese  of&cials  became  alarmed 
at  this,  and  the  Viceroy  of  Canton  in  1836  sent 
the  following  petition  to  the  Emperor* : — 

"  Opium  is  an  article  brought  into  the 
Celestial  Empire  from  the  lands  of  the  far  distant 
barbarians,  and  has  been  imported  during  a 
long  course  of  years.  In  the  reigns  of  Yung 
Ching  and  Ch'ien  Lung  it  was  included  in 
the  tarifE  of  maritime  duties  under  the  heading 
of  medicinal  drugs,  and  there  was  then  no 
regulation  against  purchasing  it  or  inhaling 
it;  but  in  the  fourth  year  of  Cheah  Ching, 
1799,  the  then  Governor  of  the  Province,  Chieh 
Ching,  of  the  Imperial  kindred,  regarding  as 
a  subject  of  deep  regard  that  the  vile  dirt  of 
the  foreign  countries  should  be  received  in 
exchange  for  the  commodities  and  money  of 
the  Empire,  and  fearing  that  this  practice  of 
smoking  opium  should  spread  among  all  the 
people  of  the  inner  land,  to  the  waste  of  their 
time  and  the  destruction  of  their  property, 
presented  a  Memorial  requesting  that  the  sale 
of  the  drug  should  be  prohibited."  The  Viceroy 
concluded  by  advising  the  throne  to  return 
to  the  former  plan  of  levying  a  duty  on 
opium,  wh-ereby  the  tens  of  millions  of  "  precious 
money  which  now  only  go  out  of  the  Empire 
will  be  saved;"  also  to  stop  the  importation  by 
foreigners.  The  Viceroy  adds :  "  there  is  no 
better  plan  than  to  sanction  the  cultivation  and 
preparation  of  it  in  the  Empire." 

*  "  Note  on  the  Opium  Question  and  Brief  Survey  of  Our  Belations 
with  China "  by  H.  N.  Lay,  C.B.,  Chinese  Secretary  to  the'Earl  of 
Elgin's  Special  Mission  to  China,  afterwards  Inspector-General  of  Chinese 
GlUtoIn^.      Page  4.  ^    '  ■ 
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It  is  a  truism  that  although  supply  meets 
demand,  demand  is  stimulated  by  supply.  The 
number  and  variety  of  manufactures  that  have 
been  characteristic  of  progress  during  the  last 
fifty  years  have  been  so  large  that  creating 
demand  still  remains  the  fundamental  programme 
of  modern  business  development.  The  usefulness 
of  an  article,  which  is  the  product  of  a  new 
invention  or  patent,  has  to  be  demonstrated  to 
the  public,  and  the  latter,  which  has  done  without 
such  articles  for  generations  past,  buys  it  for  a 
while  as  an  experiment.  Later  on  these 
articles  become  necessaries  of  life  to  the  same 
body  of  people.  In  a  general  sense,  the 
trader  sets  the  ball  rolling  by  creating  the 
demand,  and  then  the  trade  proceeds  as  if  it 
had  existed  from  time  immemorial. 

Applying  this  principle  to  the  Chinese,  it 
is  just  a  fact  that  from  the  very  inception 
foreign  trade  in  China  was  one  of  inducing  the 
Chinese  to  buy  as  much  of  foreign  goods  as 
possible.  As  a  matter  of  fact,  the  foreign 
merchant,  with  the  aid  of  the  Chinese  dealer, 
has  had  to  create  demand.  The  Chinese  as  a  race 
have  done  without  foreign  commodities  for 
centuries,  and,  until  the  last  few  decades,  in 
spite  of  the  advance  in  foreign  trade,  have 
done  with  a  minimum  of  it — ^when  the 
foreign  trade  got  into  full  swing  and  new 
commodities  were  being  introduced  one  after 
another.  The  period  that  has  elapsed  since 
trade  has  been  more  or  less  systematized  has 
only  been  sufficient  to  make  efforts  to  induce 
demand.  The  peculiar  conditions  in  China 
did  not  permit  of  quick  expansion,  and  the 
number  of  business  men  of  different  nationalities 
choosing  this  country  as  their  sphere  of 
activity  was  excessively  large.  The  only 
article  that  was  readily  taken  up  until  the 
anti-Opi'um  campaign   was   inaugurated,  and  of 
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which  the  foreign  merchant  could  not  supply- 
enough,  was  opium — in  spite  of  the  fact  that 
in  order  to  check  this  trade  the  Chinese  converted 
in  the  sixties  and  seventies  of  the  last  century- 
enormous  tracts  of  rice  land  into  opium  land. 

The  conservative  attitude,  which  Sir  George 
Staunton  refers  to,  has  remained  unaltered  even 
to-day  as  against  the  advancement  of  commerce. 
The  position  is  that  much  as  the  standard  of 
living  among  the  Chinese  has  improved,  and 
wants  considerably  increased,  there  is  a  readiness 
to  go  without  even  the  very  necessaries, 
excepting  those  for  sustenance  of  course,  if 
the  bargain  is  unprofitable  or  political  and 
other  causes  give  the  slightest  room  for  inactivity. 
At  the  same  time,  the  capacity  of  China  has 
been  consistently  exaggerated  or  incorrectly 
gauged  by  the  foreign  merchants,  and  a  conflict 
arising  out  of  such  competition  has  certainly 
not  been  conducive  to  quick  expansion  of  the 
proper  type. 

The  growth  of  trade  in  China  has  been 
concomitant  with  the  increase  in  the  principal 
treaty  ports,  and  such  increase  had  to  be 
wrested  from  her  from  time  to  time.  It  would 
be  wrong  to  conclude  off-hand  that  China's 
trade  has  advanced  in  a  steady  ratio  by 
making  comparisons  between  the  totals  of 
1860  and  1912;  for  while  the  trade  of  1860 
was  that  of  four  ports,  that  of  1880  comprised 
that  of  nineteen  ports,  and  that  of  1913 
forty-six  ports.  A  larger  area  has  been  opened 
to  trade ;  it  is  not  surprising,  therefore,  that  the 
the  volume  of  trade  has  augmented.  Merely 
taking  the  figures  as  a  basis,  we  find  that  while 
the  total  foreign  trade  of  China  amounted  to 
Tls.  105,000,000  in  1864,  the  total  for  1912  is 
about  Tls.  843,000,000.  But  such  a  comparison 
is  likely  to  exaggerate  the  real  import  of  the 
progress    of   trade.       Peculiar     conditions    and 
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unsound  finances  have  certainly  precluded  the 
trade  of  China  increasing  in  the  same  ratio 
as  that  of  England  and  the  United  States.  It 
should  not  be  forgotten  that  the  earning  power 
of  the  Chinese  has  remained  practically  unaltered, 
even  during  the  past  two  centuries — while 
in  European  countries  there  has  been  a  large 
accretion  of  wealth,  especially  during  the  latter 
half  of  the  last  century,  owing  to  the  large 
strides  made  in  manufactures. 

The   finance    of   trade    has   been  of  such  a 
nature  as  to  preclude  almost  every   possibility 
of  a  free  expansion  of  commerce.      It  would  be 
wrong  to  conclude    that   there   was   any   wilful 
obstruction    on   the    part  of  the  government  to 
the  growth  of  commerce,  or  that  the  merchants 
and   the    people    had    any    specific   objection  to 
the  advancement  of  trade.      If  the  government 
placed  obstacles  in  the  path    of    foreign    trade, 
it  is   almost   entirely   due   to   the    fact   that   it 
believed    that   it   was  doing  so  in  the  interests 
of    its    subjects.       Even     when     the     foreigner 
bought   more    from   the    Chinese   than   he    sold 
to    them — and   the   benefit  to  the  country   even 
in  the  shape  of  specie  has  been  very  marked — 
there  was  no  end  to  the  complications  arising 
out  of  the  presence  of  the  foreigner  in  China. 
There    were    serious    complaints,    partly    owing 
to    actions   arising   out   of    the   stupid  pride  of 
the    ofiicials,    and    partly     owing   to    misunder- 
standings ;  and  it  was  certainly  an  embarrassment 
to  the  Court  to  have  to  decide  these  disputes, 
irrespective    of    Who    was   in   the     wrong.       A 
proper    understanding     of     the     significance   of 
cohimerce    and   the   effect   on  the  advancement 
of  the  people    has    only   recently   been    arrived 
at,   even  in  Europe.     When   Napoleon   taunted 
the  British  as  a  nation  of  shopkeepers,  he  simply 
gave  vent  to  the  low  opinion  of  commerce  held 
feven   in  Europe   at   that   period.       It    is    not 
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surprising  that  China  should  have  considered 
all  efforts  towards  advancing  trade  as  useless 
pother;  hence,  if  the  officials  opposed  the 
foreigner  getting  a  better  and  a  larger  foothold 
in  the  country,  in  order  to  sell  his  wares  and 
buy  the  produce  of  the  Chinese,  there  was 
certainly  no  ill  will.  Moreover,  the  money 
that  the  foreigner  spent  in  buying  Chinese  goods 
was  not  so  apparent  as  the  goods  and  the 
money  that  he  took  away  with  him.  It  was 
easy  to  exaggerate  the  significance  of  it; 
hence  it  was  that  even  when  the  East  India 
Company  was  actually  losing  over  its  sale  of 
goods  in  China,  there  was  the  cry  that  the 
barbarians  were  taking  away  the  wealth  of 
China.  Above  all,  the  Chinese  as  a  nation 
have  always  wished  to  be  left  alone;  any 
interference,  even  for  their  good,  was  resented 
by  them. 

The  Government  has  had  very  little  to 
do  with  the  regulation  of  internal  commerce, 
as  there  was  very  little  of  it  existing  even  as 
early.as  the  beginning  of  the  last  century.  The 
population  was  composed  practically  of  agricul- 
turists living  from  time  immemorial  on  the 
border  line  between  famine  and  just  enough 
to  keep  body  and  soul  together.  The  great 
bulk  of  agriculturists  are  frugal  by  necessity  and 
temperament,  so  much  so  that  two  taels  keeps 
a  family  of  five  or  six  in  abundance  for  a 
month  in  some  parts  of  China  to-day.  To 
the  vast  mass  there  has  been  no  apparent  means 
of  increasing  their  earnings,  as  the  sources  of 
income  remain  extremely  limited.  The  standard 
of  living  has  remained  at  precisely  the  same 
stage  for  centuries.  The  fact  that  the  staple 
food  of  the  country  was,  and  is,  being  cultivated  in 
almost  every  part  of  the  land  made  a  large 
movement  in  internal  trade  unnecessary.  The 
position  of  the  bulk  of  the  population  made  the 
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trade  in  luxuries  practically    impossible,    even 
when     the      luxuries      were      of      indigenous 
manufacture.       There     was     again     the     ever- 
present  difficulty  of  transport.      Of  roads  there 
were  extremely  few.       There  were  certainly  some 
excellent   waterways,    which     have     now     been 
allowed    to    deteriorate.       Although    many    of 
them    were    of    considerable    length,   and   surely 
helpful    for    the    extension    of    commerce,     they 
were   certainly    insufficient   for   tradal   purposes 
— commensurate  with  the  extent   and  population. 
Even  when  a  number  of  ports  were  opened  to 
trade    and    the    movement    of    cargo   multiplied 
several  fold,   other  impediments  became  evident. 
For  a  long  time   the  financial    position   of    the 
provinces  has  not  been  very  sound.      Corruption, 
bribery,     and    all    the     ills    of    an    inefficient 
government   had     brought    about     a     state     of 
affairs    that    no    regulation    could    be    enforced, 
and  no  treaty  obligation  properly  kept  up,  even 
although   the  framers   of  the   treaty  were   quite 
sincere  in  their  willingness  to  adhere  to  the  terms 
of  it.      In  the  early  days  of  the   expansion  of 
foreign    commerce    any    new    source  of  revenue 
was  certainly  welcome  to  the  provincial  officials. 
"When  the  movement  of  cargo,  both  inward  and 
outward,    began    to    assume     rather     important 
proportions,    it    is    not    surprising    that   it    was 
felt   that    such   movement    could   be    utilized  to 
enhance      the      revenue       of       the       provincial 
governments.      It  was  felt  that  the  opportunity 
was    too    good   not    to   be   taken  advantage  of. 
It  never  struck  the  provincial  governments  that 
one  imposition  or  several  could  check  the  flow 
of    trade,    and    thus    bring    about   a    state    of 
affairs   directly   contrary  to   their   expectations. 
However  much  the  foreigners  tried  to  regulate 
provincial     taxation     on    trade,     and    however 
much   the    Central    Government     attempted     to 
stop  the  unnecessary  exactions,   it  was  always 
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found  that  the  officials  could  evade  the  laws 
and  have  their  own  way  with  regard  to  the 
taxing  of  cargo.  No  doubt,  if  the  finances  of 
the  government  had  been  sound  and  the  provinces 
were  not  hard-pressed  to  find  money  even  for 
necessary  expenses — not  to  speak  of  the 
contributions  to  Peking  and  toward  foreign 
loans — there  might  have  been  no  inclination 
to  harass  the  trade  so  much,  especially  during 
the  closing  years  of  the  Manchu  regime.  Besides, 
there  were  unnecessarily  restrictive  and  obstruc- 
tive local  regulations,  which  tended  toward  the 
foreigner  being  able  to  sell  invariably  more 
than  he  bought  of  the  Chinese,  though  the 
former  would  have  bought  several  times  the 
quantity  he  actually  did,  and  was  anxious,  if  he 
was  only  allowed,  to  buy.  In  the  early  part 
of  the  last  century  the  officials  were  so  careful 
as  not  to  allow  more  than  140  piculs  of  silk  to 
be  shipped  by  a  single  vessel,  and  they  placed 
as  many  restrictions  as  possible  on  the  purchase 
of  tea. 

With  the  progress  of  time,  however,  the 
unfortunate  idea  became  rooted  in  the  minds 
of  Chinese  officials  that  foreign  trade  benefited 
only  the  foreigner.  In  justice  to  the  Chinese 
official  of  that  period,  it  must  be  stated  that 
all  he  saw  was  money  going  out  of  the 
country  year  after  year,  in  view  of  the  fact 
that  their  own  laws  restricted  the  purchases 
made  by  foreigners,  while  the  consumption  of 
foreign  commodities  by  the  Chinese  was 
increasing.  The  opening  of  new  ports  did  not 
altogether  do  away  with  the  obstacles  to 
trade  expansion;  but  certainly  it  minimized 
them.  It  is  an  axiom  of  trade  that  the 
nearer  you  are  to  the  place  of  consumption  or 
the  place  of  production,  the  greater  and  larger 
will  be  the  transactions.  When  only  a  few 
ports  were  open   to   foreign   trade,    it   was   but 
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natural  that  the  quantities  the  foreigner  could 
sell  was  limited,  and  the  produce  that  he  can 
buy  would  be  still  more  limited.  It  may  be 
averred  that,  although  only  a  few  ports  were 
opened,  produce  from  all  parts  of  the  country 
could  have  been  brought  in  and  sold  there,  just 
as  the  imports  extended  throughout  the  land. 
This  argument  leaves  out  of  consideration  the 
fact  that  the  products  of  China  are  much 
larger  in  bulk  than  the  imports,  value  for 
va,lue;  and  the  cost  of  transport,  especially 
in  view  of  the  diflftculties  of  communication, 
was  so  heavy  that  it  did  not  pay  to  bring 
the  produce  from  any  places  but  these  extremely 
close  to  the  ports.  On  the  other  hand,  the 
imported  goods  were  novelties,  and  they 
occupied  a  comparatively  small  space.  As  a 
matter  of  fact,  even  as  late  as  the  seventies, 
opium  constituted  the  principal  import.  The 
provincial  governments  were  more  or  less 
autonomous,  and,  according  to  their  ideas, 
it  was  their  bounden  duty  to  tax,  and  profit 
out  of  the  transportation  of,  commodities  even 
within  the  country. 

The  difficulties  of  transport  even  with  all 
the  railways  opened  to-day,  the  almost  universal 
insecurity  militating  against  the  transport  of 
goods,  and,  above  all,  the  elasticity  of  taxation, 
are  a  few  of  the  impediments  to  a  normal  and 
progressive  increase  in  trade. 

In  discussing  the  economics  of  trade  of  any 
country  it  must  be  remembered  that  a  country  has 
both  internal  and  external  trade.  It  depends 
on  the  nature  and  position  of  the  country  and 
the  enterprise  of  the  people  as  to  how  far 
one  or  the  other  branch  of  trade  is  predominant. 
The  fact  that  the  foreign  trade  of  a  country  has 
very  largely  increased  does  not  always  indicate 
that  a  nation  has  either  become  richer,  or 
more      industrious,      or      more      enterprising. 
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Similarly,  the  growth  or  otherwise  of  internal 
trade  does  not  always  signify  any  special 
advancement.  For  instance,  England  has  an 
immensely  vast  foreign  trade  as  compared 
with  the  total  of  her  internal  trade.  On  the 
other  hand,  the  United  States  has  an  immensely 
vast  internal  trade,  and  comes  far  below  England 
with  regard  to  the  total  of  her  foreign  trade. 
But  it  is  a  statement  of  fact  that  the  industrial 
progress  of  America  is  in  much  larger  ratio 
than  that  of  England.  Again,  although  the 
principal  purpose  of  internal  trade  is  to  supply 
the  needs  of  the  population  of  a  particular 
country,  it  is  no  less  evident  that  such  trade 
is  also  a  means  of  increasing  the  foreign  trade. 
When  from  the  interior  of  a  province  wheat,  or 
maize,  or  copper  is  shipped  to  a  port,  so  that 
it  may  be  shipped  to  a  foreign  country,  the 
volume  of  internal  commerce  is  added  to 
quite  as  much  as  similar  articles  sent  from  one 
part  of  a  country  to  another,  intended  purely 
for  internal  consumption.  It  is  difficult  to 
separate  that  part  of  the  internal  trade  which 
is  purely  local  and  that  which  helps  to  swell 
the  total  of  foreign  commerce. 

I  have  stated  that,  owing  to  the  peculiar 
conditions  of  China,  the  internal  trade  could 
not  have  been  very  vast,  or  commensurate  with 
the  size  of  the  country  and  the  population. 
Of  course,  there  are  records  which  go  to  show 
that  the  Chinese  had  a  fairly  large  internal 
trade.  Writing  in  1728,  a  Flemish  captain  of 
a  ship,  who  was  three  years  in  China,  states*  : — 

"  Quant  au  commerce  de  la  Chine,  il  n'est 
pas  seulement  d'un  advantage  infini,  il  y  est 
meme  absolument  necessaire;  et  s'il  venoit  k 
manquer,  tout  periroit.      Aussi  y  est-il  universal, 

* "  Bibliotheqtte    Orientale "  by  C.    Vjsdeloa    and    A.    Galand,    Paris, 
1780.    Page  198. 
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chacun  s'en  m^le,  et  presque  tous  les  Mandarins 
donnent  leur  argent  a  des  Negociants,  pour  le 
mettre  h  profit;  sur-tout  a  ceux  qui  vont  h 
Siam,  a  Batavia,  aux  Manilles,  a  Formose, 
et  autres  endroits  de  leur  voisinage.  lis  y 
portent  la  porcelaine,  les  ouvrages  vernisses, 
les  drougues,  le  sucre,  le  riz,  &c.,  d'ou  ils  ne 
rapportent  que  de  I'argent,  si  Ton  en  excepte 
ceux  de  Batavia,  qui  ont  soin  de  le  garder, 
pour  etre  envoye  en  Europe,  et  qui  ne  trafiquent 
qu'en  echange  contre  d'autres  marchandises. 

"  Le  commerce  le  plus  considerable  des 
Chinois,  est  leur  commerce  interne,  toutes  les 
rivieres,  tous  les  canaux,  sont  toujours  charges 
de  barques,  qui  transportent  continuellement, 
d'une  Province  a  I'autre,  les  merchandises 
qui  leur  conviennent  reciproquement,  et  se 
communiquent  ainsi  chacune  leurs  rechisses. 
Celle  de  Quang-ton  a  le  sucre  en  partage; 
celle  de  Chekiam  la  sole;  Nanking,  les  plus 
beaux  ouvrages,  en  vernis,  porcelaine,  sole  et 
d'autres  matieres;  Chang-si  et  Ching-si  fournissent 
les  chevaux,  les  mulets  et  les  forrures ;  ces  deux 
derniers  Provinces  sont  encore  abondantes  en 
fer;  celles  de  Leao-tong  et  de  Yunnan  donnent 
de  I'or  en  quantite.  II  y  a  aussi  plusieurs 
mines  d'argent  dans  divers  endroits,  d'ou  Ton 
tire  toujours  quelque  chose,  malgre  la  defense 
de  les  ouvrir.  Fokien  produit  le  the,  Houquam 
le  riz,  et  ainsi  des  autres." 

Of  course,  one  cannot  expect  that  the 
perspective  of  the  writers  could  have  been 
absolutely  correct  in  view  of  the  fact  that  in 
those  days  such  activity  was  mpre  or  less 
liable  to  be  exaggerated.  There  is  little  doubt 
that  the  average  man  in  China  had  no  incentive 
to  buy  or  sell  except  what  was  absolutely 
necessary ;  the  commerce  was  evidently  to  satisfy 
the  needs  of  the  richer  people,   and  was  certainly 
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a  luxury.  China  is  a  continent,  and  however 
small  the  total  of  the  internal  trade  may  be, 
that  the  trade  has  existed  for  quite  a  long  while 
is  evident  from  the  innumerable  routes  that 
have  existed  for  at  least  two  centuries.  In 
the  past  navigation  in  the  ocean  was  extremely 
risky — although,  however,  there  are  records  to 
show  that  maritime  commere  existed  under  the 
Tang  and  Ming  Dynasties;  and  in  the  absence 
of  roads,  inland  water  communication  was 
mainly  resorted  to,  except  where  the  passes 
had  to  be  used  to  convey  produce  in  mountainous 
districts. 

In  passing,  I  may  mention  the  principal 
routes.  The  West  River  route  from  Canton 
commands  the  whole  of  the  trade  of 
Kwangsi  and  penetrates  into  Yunnan  and 
Kweichow.  The  Min  River  route  north-west 
from  Foochow  serves  mainly  the  province 
of  Fukien.  The  lower  Yangtsze  route  as  far 
west  as  Hupeh  and  Hunan  was  formerly 
filled  with  myriads  of  junks  of  all  kinds,  but 
to-day  it  is  mainly  given  up  to  steam.  The 
upper  Yangtsze  route  from  Ichang  to  Szechuan 
is  extremely  difl&cult,  and  the  channel  is 
extremely  narrow  with  the  added  danger  from 
the  gorges;  recently,  however,  boats  have  been 
constructed  to  withstand  the  ravages  of  the  swift 
flow  of  water,  and  the  trade  has  been 
considerably  increased.  The  Kweichow  route 
up  to  the  Yuan  River  from  Changteh  and  the 
Tungting  Lake;  the  Han  River  route  from 
Hankow  into  Shensi;  and  the  Grand  Canal  route 
from  Hangchow  to  Tientsin  are  a  few  of  the 
other  most  important  routes.  A  number  of 
passes  have  performed  the  functions  of  the 
arteries  of  trade,  the  principal  among  them 
being  the  Cheling  Pass,  following  the  North 
River  up  from  Canton,  with  a  branch  falling 
into   it   from   the   north-west  of  Shaochow;  the 
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Meiling  Pass  from  the  North  River  up  from 
Canton;  the  Shansi  route,  the  Kiakhta  route 
and  the  Manchurian  route  are  a  few  of  the 
illustrations  of  mediaeval  conditions  prevailing 
in  China,  where  transport  by  water  is  not 
possible. 

The  principal  articles  of  produce  that 
passed  through  these  internal  arteries  of  trade 
were,  rice,  generally  shipped  from  producing  to 
non-producing  districts,  beans,  coal,  cotton, 
hand-woven  cloth,  ground  nuts,  hemp,  jute, 
ramie,  medicines,  musk,  different  kinds  of 
oils,  oil  seeds,  raw  silk,  sugar,  vegetable  tallow, 
and  tobacco.  It  is,  of  course,  unnecessary  for 
me  to  state  that,  excepting  where  a  produce 
goes  from  a  coast  province  to  the  interior, 
most  of  the  internal  trade  that  comes  from 
the  interior  towards  the  coast  was,  and  is,  intended 
to  swell  the  volume  of  foreign  trade. 

There  are  no  records  of  local  or  foreign 
trade  up  to  1859.  Records  of  the  trade  of  the 
ports  then  open  from  1859  are,  however, 
available,  but  the  figures  for  the  early  period 
are  very  unreliable,  owing  to  the  fact  that  it 
was  not  then  possible  to  differentiate  properly 
between  local  and  foreign  trade.  For  instance, 
opium  from  Shanghai  to  Hankow  was  treated 
as  exports  from  Shanghai  quite  as  much  as  tea 
from  Shanghai  to  the  United  States.  Similarly, 
piece  goods  arriving  from  England  at  Shanghai 
were  regarded  as  imports  quite  in  the  same 
degree  as  tea  from  Kiukiang.  No  attempt  was 
made  to  designate  and  separate  re-export  to 
foreign  countries  and  movement  of  local  produce. 
Later,  however,  a  proper  system  was  adopted, 
and  we  are,  to  a  very  large  extent,  able  to  find 
out  how  much  of  the  total  trade  of  China  is 
foreign  and  how  much  is  internal — such  of  it 
of  course  as  come  under  the  cognizance  of  the 
Maritime  Customs. 

110 


THE  TRADE  OF  CHINA 

Even  to-day  there  is  absolutely  no  record 
of  th«  volume  and  the  nature  of  the  total  of  the 
internal  trade.  Expert  opinions  are  very 
largely  at  variance  on  this  subject,  although 
it  is  admitted  that  the  quantities  carried  through 
the  various  waterways  and  passes  are  increasing 
year  after  year.  There  is  reason  to  believe  that 
whatever  increase  in  the  movement  of  internal 
traffic  there  may  now  be  is  entirely  due  to  the 
expansion  of  foreign  commerce.  The  local 
commodities  moving  through  China  fall  under 
two  heads;  commodities  like  rice,  which  are 
necessaries,  and  commodities  like  silk,  ramie, 
or  sugar,  which  are  luxuries  to  the  great 
majority  of  the  people.  A  careful  analysis  of 
the  Customs  figures  would  show  that  most  of 
the  produce,  excepting  what  are  necessaries  to 
the  people,  generally  go  from  the  interior  towards 
the  ports.  It  is  evident,  therefore,  that  even 
although  there  may  be  some  a  certain  amount 
of  consumption,  as  in  the  case  of  seeds  and 
oils,  on  the  route,  the  greater  part  of  the 
movement  is  intended  for  export.  The 
necessaries  of  the  Chinese  life  are,  moreover, 
produced  in  practically  every  part  of  the 
country,  and  the  general  level  of  poverty 
of  the  Chinese  should  be  convincing  proof  of 
the  fact  that,  with  the  very  expensive 
communication,  it  would  not  pay  to  transport 
these  commodities  to  very  long  distances. 

Leaving  apart  the  imports  despatched  from 
the  treaty  ports  for  consumption  in  the  interior, 
it  is  inevitable  that  the  total  of  the  local  produce 
brought  from  the  interior  into  the  treaty  ports, 
less  the  quantity  exported,  would  form  only  a 
very  small  fraction  of  the  total  trade  of  the 
country;  so  much  so  that  one  would  not  be 
far  wrong  in  concluding  that,  but  for  the  advance 
of  foreign  commerce,  the  total  of  internal  trade 
would   be    almost    negligible.       No    doubt,    the 
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construction  of  railways  and  the  improvement 
in  the  means  of  communication,  as  for  instance 
by  the  introduction  of  steam  in  the  Yangtsze 
route  and  other  principal  waterways  in  the 
country,  have  been  responsible  for  a  large 
advance  in  the  purely  inland  commerce  in 
articles  of  Chinese  consumption  produced  within 
the  country  itself.  Even  then,  as  the  people 
are  mainly  agriculturists,  and  are  frugal  and 
abstemious  by  necessity  and  temperament,  it 
should  be  strange  if  the  total  of  local  commerce 
is  any  way  near  the  total  of  purely  foreign  trade. 
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The  history  of  the  progress  of  trade  and 
the  periods  in  which  different  nations  began 
to  have  commercial  intercourse  with  China  are 
dealt  with  by  many  writers.  The  various 
gradations  by  which  commerce  in  China  has 
advanced,  and  the  quantity  and  volume  of 
different  goods  that  came  in  and  went  out  of  the 
country,  I  will  discuss  later  on.  To  have  a  proper 
comprehension  of  the  position  and  nature  of 
both  the  internal  and  foreign  commerce  of  this 
country,  it  is  necessary  to  have  a  correct 
understanding  of  the  manner  in  which  such 
commerce  has  been  conducted.  The  progress  of 
time  has  certainly  brought  about  changes  in 
China,  as  it  has  elsewhere,  but  that  the  advance 
is  almost  infinitesimal,  and  that  the  methods  are, 
in  principle,  the  same  as  those  of  a  few  centuries 
ago,  are  facts  which  cannot  be  controverted. 
This  is  mainly  explained  by  the  fact  that  the 
national  avocation  has  remained  unchanged. 
The  sale  of  local  produce  has  increased  largely 
— mainly  in  the  variety  of  goods  sold  to  foreign 
countries;  but  the  purchases  by  the  nation  of 
foreign  goods  have  increased  in  a  proportion 
much  larger  than  might  have  been  expected  under 
the  circumstances.  This  statement  is  not  in 
contradiction  to  the  one  made  by  me  in  the 
previous  chapter,  that  the  progress  of  commerce 
is  not  commensurate  with  the  population  and 
extent  of  the  country  and  the  period  it  has 
taken  for  the  trade  to  develop  into  its  present 
proportions.      If  the  figures  show  a  large  advance, 
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it  is,  as  I  have  stated  already,  mainly  due  to  the 
fact  that  more  ports  have  been  opened,  and  the 
foreigner  has  been  able  to  carry  his  goods  to 
a  larger  number  of  places  from  time  to  time; 
in  the  natural  sequence  of  events,  he  has 
also  been  able  to  buy  larger  quantities  of 
native  produce. 

The  manner  in  which  the  different  operations 
of  trade  are  conducted  in  China  is  not  in 
principle  different  to  that  in  which  trade  is 
conducted  in  other  parts  of  the  globe.  But 
there  are  large  differences  in  detail.  It  is  an 
extraordinary  fact  that  the  foreigner  never 
comes  into  contact  with  the  real  purchaser  of 
the  goods.  Partly  through  custom  prevailing 
from  time  immemorial,  and  partly  due  to  the 
fact  that  the  real  merchant  in  China  and  the 
foreigner  could  not  communicate  with  each  other 
owing  to  the  differences  of  language,  the  broker 
or  the  middleman  became,  and  still  remains,  the 
principal  agency  through  which  foreign  trade 
has  been  extended.  It  is  a  matter  of  history 
that  even  in  the  early  years  of  the  19th  Century 
all  foreign  trade  had  to  be  conducted  through 
the  thirteen  hong  merchants  in  Canton,  who  had 
to  pay  very  heavily  for  the  privilege  of  buying 
goods  from  the  foreigner  and  selling  goods  to 
him.  These  hong  merchants  were  only  dignified 
by  the  name  of  merchants.  They  were  to  all 
intents  and  purposes  middlemen  or  brokers. 
They  bought  goods  on  behalf  of  the  Chinese 
merchants  throughout  the  different  provinces  in 
China,  and  they  sold  goods  to  the  foreigner 
on  behalf  of  the  merchants  who  held  the  Chinese 
produce.  As  they  had  practically  the  monopoly 
of  commerce  in  China,  their  profits  were  certainly 
immensely  large,  compared  to  their  means 
or  responsibility.  In  not  a  few  cases  it  is 
known  that  the  state  had  to  come  to  the  rescue 
when    some    of    these    hong    merchants    failed, 
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simply  because  they  traded  on  capital  insufficient 
for  the  volume  of  trade.  They  got  the  privilege 
by  bribing  or  promising  bribes  to  the  hoppo  or 
the  agent  of  the  government  in  Canton,  who, 
of  course,  had  to  pay  large  pourboires  to  the 
local  officials,  as  also  the  officials  at  Peking. 
This  system  was  continued,  with  some  changes, 
even  when  the  trade  was  extended  to  other 
parts  of  China  by  the  opening  of  a  larger 
number  of  treaty  ports.  As  the  foreign  merchant 
had  not  the  means  of  judging  the  capacity 
of  the  dealers  having  dealings  with  him,  he 
had  to  employ  Chinese  who  took  the  responsibility 
of  guaranteeing  and  enforcing  payment  from 
the  Chinese  buyers  and  of  enforcing 
delivery  of  goods  on  contracts  for  the  sale 
of  the  native  produce  to  the  foreigner,  for  a 
certain  consideration.  Thus  the  system  of 
compradores  was  established.  But  even  the 
Chinese  dealer  who  dealt  through  the  compradore 
with  the  foreign  firms  was  not  a  merchant 
in  the  real  sense  of  the  word.  He  also  bought 
for  other  merchants,  both  in  the  vicinity  and 
in  the  distant  provinces,  and  acted  practically 
as  a  broker.  The  system  which  came  into 
force  in  the  early  years  of  foreign  trade  has 
continued  with  practically  no  modification 
whatever.  The  dealers  had,  of  course,  a 
fairly  correct  knowledge  of  the  position  of  the 
merchants  who  bought  goods  from  them;  but 
their  main  qualification  was  that  they  were  able 
to  deal  with  the  foreigner  in  his  own  language, 
and  further,  that  they  were  able  to  understand, 
to  a  certain  extent,  the  ramifications  and 
variations  of  the  problem  of  exchange,  which 
has  been  the  bugbear  of  China  trade.  The 
real  merchant  or  the  dealer,  either  in  the  ports 
or  the  provinces,  almost  always  bought  goods 
on  the  basis  of  the  tael,  or  on  a  silver  basis. 
It   was    no   concern    of   his    to  understand  the 
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relation  between  the  gold  price  which  the 
foreign  merchant  sold  his  goods  in  and  the 
silver  price  which  he  actually  paid.  The 
merchant  wants  certain  goods,  or  has  to  sell 
certain  goods.  He  knows  what  price  he 
could  obtain  for  a  certain  class  of  goods, 
the  possible  demand,  and  the  possible 
variation  in  price  during  the  time  it  would  take 
to  dispose  of  a  certain  quantity  of  goods. 
Similarly,  he  knows  what  price  he  has 
paid  for  the  produce  he  has  bought  in  his 
province,  the  cost  of  conveyance  to  the  portSj 
and  the  value  of  the  risks  he  takes  in  carrying 
the  goods  for  a  certain  time,  besides  the  taxes 
he  has  to  pay  to  the  government.  He  adds  to 
this  total  a  certain  amount  of  profit,  and  he 
knows  at  what  price  he  could  sell  in  order  to 
make  the  transaction  as  fairly  profitable  to 
him  as  possible.  In  either  case  his  concern 
is  only  to  get  a  certain  amount  of  money  in  taels. 
In  the  case  of  imported  goods,  the  merchant 
says  to  the  broker  in  the  treaty  ports  that  he 
wants  to  buy,  for  instance,  so  many  pieces 
of  T. -cloths  at  so  much  per  piece.  The  dealer 
goes  to  the  foreign  merchant  and  makes 
inquiries.  The  foreign  merchant  gives  his 
price  in  sterling,  i.e.,  a  total  of  the  manufacturer's 
cost,  freight,  insurance,  and  other  costs 
together  with  a  certain  amount  of  profit  for 
himself.  The  dealer  calculates  on  a  certain 
exchange  at  the  period  at  which  the  goods 
will  be  delivered,  and  arrives  at  the  amount 
of  silver  he  will  have  to  pay.  If  this 
price  is  less  than  the  price  offered  by  the 
merchant  who  wants  that  quantity  of  goods, 
he  at  once  settles  the  bargain  with  the  foreign 
merchant,  and  tells  the  Chinese  merchant  that 
such  and  such  goods  will  be  delivered  to  him 
on  the  payment  of  a  certain  amount  at  the  due 
date.      If,  on  the  other  hand,   the  sterling  price 
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of  the  foreign  merchant  is  such  as  not  to  allow 
the  dealer  a  margin  of  profit — not  to  speak  of  loss 
— he  tells  the  merchant  that  he  could  not  get 
those  goods  at  the  price.  Then,  of  course, 
either  the  transaction  is  ofE,  or  some  sort  of 
compromise  is  arrived  at  for  the  purchase  of 
the  goods  wanted.  This  is  just  the  principle 
on  which  these  transactions  are  concluded.  But 
in  practice  there  is  a  good  deal  of  detail,  and 
a  number  of  other  factors  play  a  very  large 
part  in  the  conclusion  of  every  transaction. 

For  instance,  a  merchant  in  Kaifeng  wants, 
say,  a  thousand  pieces  of  10  lb.  grey  shirtings. 
The  process  by  which  this  transaction  is 
completed  is  almost  surprising  in  the  wealth 
of  detail  and  in  the  number  of  steps  that 
have  to  be  taken  during  the  period  when  the 
order  is  given  and  the  merchant  in  Kaifeng 
receives  his  goods.  The  Kaifeng  merchant 
naturally  gives  the  order  for  this  purchase  to 
his  agent  in  Shanghai  or  Hongkong,  which  two 
places  are  practically  the  emporiums  of  the  foreign 
import  trade  of  the  country,  although  latterly 
ports  like  Tientsin  and  Hankow  do  business 
in  a  small  way.  In  this  connexion,  I  should 
not  fail  to  mention  that  practically  the  whole 
of  the  import  trade  of  China  is  carried  on 
through  the  two  ports  of  Shanghai  and 
Hongkong;  every  big  dealer  in  almost  every 
province  has  his  agent  in  either  of  these  two 
Dlaces.  For  instance,  a  merchant  in  Pakoi 
las  his  agent  in  Hongkong,  and  not  at  Shanghai, 
simply  because  there  is  a  sort  of  unwritten 
arrangement  by  which  the  whole  of  the  country 
is  divided  into  two,  the  northern  part  coming 
under  the  sphere  of  influence  of  the  Shanghai 
import  merchant,  and  the  southern  end  that 
of  the  Hongkong  merchant.  It  is  also  due 
to  certain  other  factors,  which  are  certainly 
very  telling.       The  cost  of  carrying   the   goods 
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from  Shanghai  to  Pakoi  is  certainly  much  more 
than  that  of  carrying  the  goods  from  Hongkong 
to  Pakoi,  and  further,  the  monetary  arrangements, 
the  details  of  which  I  will  refer  to  later  on, 
are  also  made  easy  by  dealing  with  the  nearest 
emporium.  In  the  same  way  it  would  not  be 
profitable  for  the  Chengtu  merchant  to  buy  at 
Hongkong,  while  he  could  get  the  same  goods 
in  Shanghai.  It  is  understood,  of  course,  that 
the  importers'  cost  is  practically  the  same  both 
in  Hongkong  and  Shanghai  because  the  goods 
are  shipped  from  England,  or  America,  or 
some  European  country  —  the  manufacturer's 
cost,  freight,  insurance,  and  practically  all  other 
costs  being  almost  identical.  To  return  to  the 
order  of  the  Kaifeng  merchant.  He  gives  his 
order  to  his  agent.  If  the  order  is  sufficiently 
big,  the  agent  transmits  the  order  to  one  of  the 
dealers  or  the  middlemen  who  has  a  knowledge 
of  the  business  of  the  foreign  firms  and  deals 
with  them.  The  dealer  knows  certainly  where 
to  get  his  goods,  and  at  which  business  house 
he  could  at  that  time  arrange  the  most  favourable 
terms.  If,  for  instance,  a  certain  foreign  firm 
has  the  goods  he  wants,  it  is  almost  inevitable 
that  he  should  get  from  them  his  needs  at  the 
least  possible  cost.  If  some  foreign  firm  has 
the  agency  of  some  manufacture,  it  could 
supply  the  goods  at  a  lower  price  than 
another  which  has  not  the  same  facilities. 
The  dealer  is  the  man  who  knows  all  such  details. 
He  goes  to  several  foreign  firms  to  find  out 
what  terms  he  could  get.  He  finds  the  price 
at  which  he  could  get  the  goods,  and  calculates 
upon  the  price  he  would  be  able  to  sell  at. 
He  tells  the  agent  of  the  Kaifeng  merchant,  who, 
if  he  has  not  already  been  supplied  with  a 
limit,  informs  his  principal,  and  then  the 
transaction  is  completed,  so  far  as  the  order 
is  concerned.       Just  now  the  position  is  thus. 
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The  dealer  has  promised  to  supply  a  thousand 
pieces  of  10  lb.  grey  shirtings  at,  say,  Tls.  5 
a  piece  to  the  Kaifeng  merchant.  The  dealer 
at  the  same  time  has  entered  into  a  contract 
with  the  foreign  merchant  to  buy  a  thousand 
pieces  of  grey  shirtings  at  lis.  a  piece.  Let 
us  take,  for  argument's  sake,  that  it  is  a 
contract  for  six  months  delivery,  and,  at  the 
then  rate  of  exchange,  the  dealer  will  make  a 
profit  of  2  per  cent  over  the  transaction.  He 
is  not  sure,  however,  that  exchange  will  remain 
without  change.  The  gold  value  of  the  tael 
goes  up  and  down,  not  only  according  to  the 
state  of  trade  in  the  country,  but  also  according 
to  the  situation  in  India,  the  supply  of  silver, 
and  numerous  other  causes  over  which  the 
local  dealer  or  banks  have  'practically  no 
control.  The  average  Chinese  dealer  likes  to 
take  a  risk  if,  according  to  his  ideas,  circumstances 
are  such  that  exchange  will  at  the  end  of  this 
period  turn  into  his  favour;  but  if  he  believes 
that  exchange  is  not  likely  to  be  in  his  favour 
at  the  end  of  this  period,  he  tries  to  arrange 
with  a  foreign  bank  the  exchange  at  which  they 
will  sell  him  the  £550  he  has  to  pay  to  the 
foreign  dealer  at  the  end  of  the  period.  The 
foreign  banks  have  their  own  calculations,  and 
they  say  that  they  will  be  able  to  give  £550 
at  such  and  such  a  period  for  so  and  so 
many  taels.  If  this  amount  is  less  than  the 
total  which  the  merchant  at  Kaifeng  pays 
him  for  the  goods,  then  he  makes  a 
profit.  If  this  total  is  more  than  the 
amount  which  the  Kaifeng  merchant  will  pay 
him  for  the  goods,  then  he  stands  to  lose  in 
the  transaction.  Of  course,  the  dealer  takes 
precautions  by  settling  exchange  before  he 
completes  the  transaction  with  the  foreign  firm 
and  the  Kaifeng  dealer ;  but  as  there  is  always  a 
danger  of  the  transaction  not  being  completed,   it 
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is  not  always  safe  to  settle  exchange,  unless,  of 
course,  the  dealer  also  speculates  in  exchange. 

Even  this  is  simple  in  comparison  with  what 
actually  takes  place  in  relation  to  exchange  and  the 
purchase  of  commodities.  Thedealer  in  the  ports 
usually  deals  as  much  in  exchange  as  in  goods. 
He  generally  makes  it  a  trade.  While  on  the 
one  hand  he  is  buying  goods  from  the  foreigner 
in  sterling  >and  selling  goods  to  the  Chinese 
in  silver  or  vice  versa,  on  the  other  hand  he 
is  buying  gold,  if  he  is  an  import  merchant, 
or  silver,  if  his  dealings  in  export  are  large. 
If,  for  instance,  the  dealer  has  sold  goods  for 
Tls.  100,000  to  a  number  of  merchants  in  the 
interior,  to  be  delivered  at  the  end  of  three 
months,  he  settles  exchange  for  Tls.  50,000  if 
he  finds  the  situation  unfavourable,  and  waits 
for  the  rest  to  be  covered  by  some  other 
transaction,  or  to  settle  at  a  future  date.  If, 
at  the  end  of  the  period  there  is  no  cover 
either  way,  he  pays  the  difference,  and  the 
transaction  is  closed. 

Now  to  the  case  of  the  export  merchant. 
The  exporter  gives  his  order  to  the  dealer  as 
usual,  and  with  his  price  the  dealer  goes  round 
to  the  different  foreign  firms  and  tries  to  settle 
the  transaction.  The  foreigner  has  a  cognizance 
of  the  price  at  which  he  is  asked  to  buy  a 
certain  class  of  goods  if  he  is  the  agent  of  some 
buying  firm  at  home,  or  calculates  on  the  price 
he  would  get  at  a  certain  period  if  he  is  doing 
the  transaction  on  his  own  behalf.  If  the  silver 
price  asked  of  him  leaves  him  a  margin  of 
profit,  he  immediately  closes  the  transaction ;  if 
not,  either  he  does  not  buy,  or  a  compromise  is 
arrived  at.  Sometimes,  of  course,  there  are 
deadlocks  in  both  branches  of  the  trade.  If, 
owing  to  any  cause,  prices  asked  and  offered 
are  at  great  variance  with  each  after,  then  of 
course  for  a  while  there  is  no  business. 
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If  the  demand  for  goods  is  urgent  in  the 
interior,  then  the  offer  is  raised,  and  the  trade 
goes  on  again.  If  the  foreign  buyer  sees  that 
he  cannot  get  the  Chinese  produce  at  the  price 
he  wants,  he  informs  the  home  markets,  and 
then  the  price  is  raised,  and  once  again 
business  goes  on  as  usual.  There  are  always 
these  curves  and  fluctuations  in  trade,  and, 
as  in  all  cases,  demand  and  supply  settle  the 
volume  of  trade  and  the  price  paid  for  goods 
or  produce. 

The  processes  detailed  above  takes  place 
when  there  are  direct  and  big  orders  for  goods, 
— in  cases  where  the  foreign  merchant  has 
to  enter  into  a  contract  with  the  home 
manufacturers  to  supply  goods,  or  in  cases 
in  which  large  amounts  of  produce  are  sold 
by  the  Chinese  dealer  to  the  foreign  firm. 
Supposing  a  merchant  in  the  interior  wants  to 
buy  a  small  quantity  of  piece  goods,  what 
happens  then?  It  is  a  well  known  fact  that 
the  foreign  merchant  rarely  stocks  goods  here 
in  the  expectation  of  finding  sellers.  He 
generally  orders  for  goods  only  when  he  has 
entered  into  a  contract  with  the  Chinese  dealer, 
although,  however,  latterly  the  system  of  stocking 
very  small  quantities  has  come  into  vogue.  This 
was  at  first  brought  about  by  the  several  crises 
in  the  country  leading  to  the  repudiation  of 
contracts  by  Chinese  dealers,  as  also  the 
inability  of  some  of  the  Chinese  dealers  to  take 
delivery  of  the  goods.  Later  on,  it  was  found 
to  a  certain  extent  useful  to  stock  small  quantities 
of  certain  classes  of  goods,  but,  for  various 
reasons,  the  dealer  from  the  outport  or  his 
agent  rarely  goes  to  the  foreign  manufacturer. 
The  local  dealers,  or  brokers,  not  only  buy 
on  orders,  but  also  buy  on  their  own  account. 
They  know  that  orders  for  small  quantities 
now   and    then    come    on    the   market,    and    it 
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is  generally  found  that  on  ordinary  occasions 
the  orders  could  not  be  fulfilled ;  hence  they  keep 
in  stock  certain  quantities. 

Every  trade  in  China  has  its  own  guild, 
and  these  guilds  perform  the  functions  of 
exchanges  like  the  cotton  exchange  in  Manchester, 
or  the  wool  exchange  in  London  or  Bradford. 
The  outport  dealer  states  his  requirements, 
and  the  local  dealers  arrange  among  themselves 
for  the  sale.  If  one  man  has  not  got  the  required 
quantity  of  certain  goods,  he  knows  which  other 
man  to  go  to,  and  very  soon  the  transactions 
are  completed.  The  buyers  and  sellers  meet 
in  the  guild,  of  which  they  are  all  members, 
and  small  transactions  are  finished  without  the 
necessity  of  having  dealings  with  foreign  firms. 
In  the  same  way,  when  the  foreigner  wants 
small  quantities  of  export  produce,  he  gives  his 
order  to  the  dealer,  and  the  buyer  goes  to  the 
guild  and  buys  it  from  the  sellers  direct, 
without  the  necessity  of  extended  conversations 
and  discussions. 

I  have  dealt  so  far  with  the  actual  process 
of  the  business  in  its  main  outlines.  The  most 
important  part  of  the  business  is  the  financial 
facilities  and  arrangements  by  which  business 
is  conducted.  And  herein  come  into  play  the 
native  banks,  which  have  been  in  existence 
in  the  country  almost  from  time  immemorial. 
At  a  later  stage  I  will  discuss  the  progress,  and 
the  business  of  native  banking  in  China. 
Suffice  it  to  say  at  present  that  practically  all 
business  is  conducted  through  the  medium  of 
these  banks.  At  one  time,  of  course,  the 
Shansi  banks,  through  which  practically  all 
the  funds  of  the  government  passed,  performed 
the  function  of  facilitating  foreign  trade,  while 
the  local  native  banks  played  also  a  very 
important  part.  I  may  mention,  in  passing, 
that   the     Shansi     banks     existed     up     to     the 
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Revolution  in  1911;  then,  of  course,  like 
many  other  institutions  which  had  the  support 
of  the  Manchus,  they  went  to  pieces. 
Now  the  Bank  of  China,  the  Bank  of 
Communications,  and  the  native  banks 
generally  are  taking  the  place  of  the  Shansi 
banks,  and  as  things  are  still  more  or  less 
nebulous,  and  are  only  slowly  regulating 
themselves,  the  process  is  not  as  perfect  as 
it  once  was.  For  the  purpose  of  explaining 
the  situation,  I  will  go  back  to  the  time  when 
the  Shansi  banks  existed.  The  manner  in 
which  the  purchase  of  goods  was  facilitated 
was  as  follows :  The  Kaifeng  merchant,  as 
soon  as  he  knows  that  he  will  have  to  pay 
a  certain  amount  for  the  purchase  of  the  goods 
on  a  certain  date,  gives  a  native  order  on 
his  bank  to  the  local  branch  of  the  Shansi  bank, 
buys  a  draft  and  sends  it  to  his  agent 
in  Shanghai.  The  agent  presents  his  draft  to 
the  branch  of  the  Shansi  bank  in  Shanghai, 
and  receives  in  exchange  a  native  order  on 
some  local  native  bank.  This  native  order  he 
gives  to  the  dealer  from  whom  he  purchases 
the  goods.  The  transaction  is  complete,  so 
far  as  the  agent  of  the  Kaifeng  merchant  is 
concerned.  The  goods  are  received  by  him, 
and  then  despatched  to  Kaifeng  in  the  usual 
course.  The  dealer  who  arranged  with  the 
foreign  merchant  and  has  to  take  delivery 
of  his  goods,  cannot,  however,  expect  to 
be  paid  by  the  Kaifeng  merchant  while 
the  goods  are  still  in  the  hands  of  the 
foreign  firm.  He  goes  to  his  native  bank, 
and  he  arranges  for  an  order,  which  is  paid 
to  the  foreign  firm,  on  the  receipt  of  which 
the  latter  delivers  the  goods.  He  then  receives 
the  native  order  of  the  Kaifeng  merchant,  and 
pays  it  to  his  bank,  when,  of  course,  the 
transaction  is  fully  complete. 
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In  the  case  of  export  goods,  business  is  less 
simple  in  detail.  The  process  by  which  tea, 
or  silk,  or  some  other  produce  is  marketed 
from  the  time  it  leaves  the  farm  up  to  the 
time  it  is  received  in  some  foreign  port,  is  very- 
interesting.  The  dealer  in  the  small  towns 
near  the  farms  has  to  take  actual  cash  in  order 
to  buy  the  goods  from  the  farmer.  This  small 
merchant  comes  to  the  nearest  port,  say 
Kiukiang,  or  Chinkiang,  or  Hankow,  and  he 
immediately  sells  it  to  the  local  dealer,  who 
either  pays  himself,  or  arranges  with  the  native 
bank  to  finance  his  purchase.  Then  he  brings 
it  over  to  the  next  biggest  port,  if  he  does 
not  market  it  in  the  port  in  which  he  stops, 
and  sells  it  to  the  foreign  dealer,  who,  of 
course,  immediately  ships  it  and  receives 
payment  on  depositing  his  documents  with 
the  bank. 

In  all  countries  business  is  facilitated  or 
hindered  by  the  expansion  or  restriction  of 
credit.  It  is  a  truism  that  credit  is  the 
foster-mother  of  trade,  and  the  fact  is  indisputable 
that  the  enormous  growth  of  trade  in  Europe 
and  the  United  States  would  have  been  well 
nigh  impossible  but  for  the  very  large  expansion 
of  credit.  If  for  every  transaction  gold  had 
to  be  paid  in  England,  the  trade  of  the  country 
would  not  be  a  hundredth  part  of  what  it  is 
to-day.  In  essence,  trade  is  barter,  and,  in 
spite  of  all  developments  it  still  continues  to 
be  barter — only  with  this  difference  :  while  in 
the  former  ages  they  exchanged  the  goods 
themselves  in  payment  for  each  other,  now  gold 
is  the  measure  of  value  and  the  cost  of  one 
set  of  goods  is  balanced  by  the  cost  of  the  other, 
thus  making  the  transaction  partake  more  of  a 
sale  and,  at  the  same  time,  contributing  to 
an  immense  growth  of  such  kinds  of  transactions. 
Except  in  the  very    old    days   in    China,    it    is 
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true  that  actual  silver  has  not  had  to  be  moved 
from  one  part  of  China  to  the  other  for  purposes 
of  trade.  In  the  olden  days  there  was  not 
silver,  sufficient  for  the  purchase  of  goods, 
as  the  currency  was  all  in  cash,  the  very  name 
of  the  native  bank  signifying  that  it  was  a  cash 
shop.  It  is  almost  a  paradox  that  while  the 
very  large  trade  in  China  to-day  and  in  the 
past  has  certainly  been  conducted  with  a 
minimum  of  money,  and  actually  no  reserves, 
there  is  still  no  credit  in  the  sense  in  which  it 
is  understood  in  the  modern  tradal  world.  The 
Chinese  dealer  in  the  ports  does  give  absolutely 
no  credit  whatever  to  the  outport  merchant. 
The  foreign  merchant  does  not  give  any  credit 
to  the  Chinese  dealer.  In  the  same  way,  the 
farmer  does  not  sell  his  goods  on  credit  to  the 
small  merchant,  and  the  small  merchant  expects 
to  be  paid  in  cash  by  the  port  merchant,  and 
the  port  merchant  delivers  his  cargo  to  the 
foreigner  only  on  receipt  of  a  cheque.  This 
is  the  principle  of  the  system  on  which  trade 
is  carried,  although  there  have  been  some 
slight  ameliorations  in  the  shape  of  the 
usance  of  the  native  bank  orders  for  five,  ten. 
or  twenty  days — according  to  the  custom  and 
the  class  of  goods.  Recently,  of  course,  there 
has  been  practically  no  native  order  with  a 
usance,  longer  than  five  days.  Even  the  extension 
of  the  usance  does  not  at  all  constitute 
credit  in  the  proper  sense  of  the  word;  it  is 
only  a  guarantee  that  the  amount  is  paid  at  the 
end  of  five  days  or  six  days.  To  the  foreign 
merchant  who  sells  his  goods,  there  are  three 
guarantees.  He  could  call  upon  the  compradore 
who  guarantees  every  purchase  by  the  Chinese ; 
the  native  bank  that  gives  the  order  and 
has  to  pay  whether  the  dealer  recoups  it  or 
not;  and  the  dealer  himself,  who  buys  the 
goods  from   him.       There  is  no   such   difficulty 
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in  the  case  of  goods  purchased  by  the  foreigner, 
because  there  is  no  question  of  credit  or 
extension  of  time. 

It  is  certainly  surprising  that  the  commerce 
of  China  should  have  developed  in  respect  of 
credit  on  lines  almost  entirely  different  to  those 
of  other  countries.  It  is  mainly  due  to  the  fact 
that  the  methods  of  "government  have  remained 
practically  what  they  were  centuries  ago  that 
it  was  found  impossible  to  extend  credit 
in  respect  of  trade.  In  European  countries, 
or  others  that  have  come  under  the  influence 
of  European  methods  and  laws,  it  is  always 
easy  to  get  hold  of  a  defaulting  debtor  or  a 
person  that  breaks  his  contract.  There  were 
regular  processes  of  law  by  which  the  aggrieved 
party  could  secure  satisfaction.  Besides,  it 
is  an  acknowledged  fact  that  credit  has  expanded 
with  the  increase  of  communications,  which 
have  lessened  the  chances  of  the  parties  to 
a  contract  defeating  the  ends  of  justice.  In 
this  country,  however,  even  to-day  the  means 
of  communications  are  very  meagre,  in  spite 
of  the  large  increase  in  the  mileage  of  railways. 
Beyond  the  treaty  ports  justice  has  been  at  the 
will  and  pleasure  of  the  local  official;  and  it  is 
certainly  too  great  a  risk  to  the  foreigner  to 
extend  credit  on  the  basis  of  the  existing  means 
of  communication  and  the  methods  of  legal 
procedure  in  the  country.  Consequently,  a,ll 
business  has  had  to  be  done  on  the  basis 
of  payment  on  delivery.  Moreover,  there  was 
no  obligation  on  the  part  of  the  foreigner  to 
extend  credit,  especially  in  view  of  the  fact 
that  it  was  almost  next  to  impossible  to  get 
Chinese  produce  on  credit  from  Chinese  sellers. 
It  is  no  doubt  partly  due  to  the  want  ot 
credit  that  the  total  commerce  of  the  country 
has  not  developed  to  the  ex'tent  to  which  it 
would     otherwise     have — although     there     have 
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been   other  contributory    causes    to    restrict    the 
volume  of  foreign  trade. 

Although  there  is  no  credit  as  understood 
in  European  countries,  there  are,  however, 
certain  facilities  which  may  more  or  less  be 
classed  under  the  category  of  credit.  It  is 
impossible  to  conduct  any  business  without 
trust;  and  the  very  fact  that  the  foreigner 
is  willing  to  take  the  orders  of  Chinese  and 
take  the  risk  of  ordering  goods  from  the 
manufacturer  shows  that  there  is,  however, 
a  certain  element  of  trust  in  China  trade.  If 
the  Chinese  dealer  or  the  broker  who  deals 
with  the  foreigner  direct  should  take  it  upon 
himself  to  repudiate  a  contract,  as  has  been 
done  on  a  few  occasions,  the  foreigner  has 
very  little  chance  of  enforcing  the  contract. 
Still,  except  under  the  stress  of  exceptional 
circumstances,  it  has  been  the  general  practice 
that  the  Chinese  dealer  fulfills  his  engagements, 
even  although  he  has  to  do  it  at  great  loss 
to  himself.  In  the  same  manner,  the  dealer 
in  the  outports,  or  the  real  merchant, 
fulfills  his  obligations  to  the  dealer  in 
the  ports,  as  a  rule  without  any  difficulty 
whatsoever.  The  only  respite  that  either  the 
dealer  in  the  ports  or  the  merchant  in  the  outports 
obtains  is  through  the  system  of  the  native  orders. 
By  means  of  these  native  orders  he  gets  a 
delay  of  five  or  ten  days,  as  the  case  may  be — the 
time  that  it  is  supposed  to  take  for  the  despatch 
of  money  from  the  interior  marts  to  the  ports. 
The  expansion  of  trade  has  naturally  led  to  a 
large  increase  in  the  number  of  native  orders 
and,  although  there  is  absolutely  no  credit  as 
between  the  dealer  and  the  merchant,  the 
merchant,  nevertheless,  establishes  a  certain 
system  of  credit  with  the  banks.  The  banks  do  not 
always  issue  orders  after  receiving  the  amount 
for  which  they  give  the  orders.      The  merchant 
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or  the  dealer  has  special  arrangements  with  the 
native  banks,  and,  in  a  large  majority  of  cases, 
the  native  banks  issue  large  overdrafts  to 
merchants  and  dealers.  Whatever  arrangement 
may  be  come  to  between  the  bank  on  the 
one  hand,  and  the  merchant  on  the  other, 
there  is  no  doubt  that,  as  a  rule,  where  the 
integrity  and  the  standing  of  a  merchant  are 
held  to  be  suflaciently  good,  the  banks  give 
sometimes  credit  for  as  long  a  period  as  six 
months.  The  granting  of  such  credit  by  the 
native  banks  has  a  very  important  bearing 
on  the  several  crises  that  occurred  during  the 
closing  year  of  the  Manchu  regime.  The 
credit  offered  and  practicable  in  the  trade, 
however,  has  not  at  all  been  commensurate  to 
the  volume  of  it. 

Before  proceeding  further  I  must  explain 
the  position  of  the  dealers  who  deal  direct 
with  the  foreigners  at  the  ports.  Usually  the 
dealer  is  not  a  man  of  substance.  His  main 
stock  in  trade  is  his  knowledge  of  English,  his 
ability  to  haggle  terms  with  the  foreigner,  and, 
above  all,  his  knowledge  of  the  variations  of 
exchange.  The  best  and  soundest  among  them 
do  business  only  on  receipt  of  orders  from  the 
merchants  in  the  interior,  and  the  latter  only 
give  orders  through  their  agents  in  the  ports 
to  very  sound  men,  especially  when  the  order 
is  of  sufficiently  large  dimensions;  but  the 
majority  of  them  not  only  act  as  brokers  for 
the  outport  dealer,  but  deal  in  goods  themselves, 
on  the  off  chance  of  a  rise  in  price  at  a  future 
date,  or  the  advent  of  a  favourable  exchange, 
which  might  lead  to  a  profit  to  themselves. 
When  such  a  dealer  finds  that  the  market  at  home 
is  a  little  depressed  and  prices  are  down  for 
certain  commodities,  he  orders  goods  irrespective 
of  the  fact  whether  there  is  any  demand  for 
the   same  in  the  country    at    the    moment;    he 
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takes  the  risk,  expecting  to  sell  these  goods 
during,  or  soon  after,  the  period  of  contract  at 
a  profit.  If,  however,  he  is  able  to  dispose 
of  the  goods  before  the  period  of  contract,  there 
is  practically  no  difficulty  in  financing  the 
transaction;  but  should  there  be  no  buyers, 
even  in  small  lots,  at  the  several  guilds,  he  has 
to  take  charge  of  the  goods  and  pay  for  them, 
and,  naturally,  he  looks  to  the  native  banks  to 
finance  him.  With  the  progress  of  time  a 
large  number  of  such  people  came  into  prominence, 
and  the  deals  they  were  able  to  put  through  were 
enormous  as  compared  with  their  capacity 
to  finance  them. 

There  was  generally  promise  of  large  profits, 
and  somehow  or  other  they  appear  to  have  been 
able  to  convince  the  native  banks  that  the 
financing  of  such  goods  would  prove  profitable  to 
them.  In  many  cases  there  was  profit,  because  the 
dealer,  as  a  rule,  being  a  shrewd  man,  did 
not  willingly  enter  into  a  contract  unless  the 
chances  of  gain,  either  caused  by  a  rise  in 
prices  in  the  manufacturing  centres,  or  by  a 
favourable  turn  in  exchange,  were  sufficiently 
large.  When  he  put  the  facts  before  the 
native  banks,  it  is  but  natural  that  the  banks 
should  have  advanced  money  to  the  dealer  for 
what  would  be  considered  an  exorbitant  profit  in 
sound  modern  European  banking  circles.  At 
the  outset,  the  majority  of  such  transactions 
resulted  in  profits  both  to  the  dealer  and 
the  bank ;  but  at  later  periods,  especially  when 
there  was  a  very  large  extent  of  overtrading, 
the  quantity  of  unsaleable  goods  increased ;  this 
was  also  partly  contributed  to  by  the  large 
increase  in  the  number  of  foreign  firms. 

In  the  olden  times,  the  foreign  firms  were 
able  to  dictate  terms,  because  they  were 
few,  sound,  and  gauged  the  capacity  of  the 
country  on  very   conservative  lines.      'With   the 
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mushroom  growth  of  small  and  insuflBciently 
financed  foreign  firms,  the  anxiety  to  sell  as 
much  as  possible,  in  order  to  get  a  foothold, 
became  too  great  to  allow  of  the  practice  of 
sound  methods.  Any  dealer  that  came  in  was 
able  to  negotiate  contracts  with  the  newcomers ; 
and  it  is  no  wonder  that,  corresponding  to  the 
increase  of  such  foreign  firms,  the  number  of 
dealers  who  were  willing  to  take  extraordinary 
risks  also  largely  increased. 

With  the  large  vista  of  profits  made  by 
some  native  banks  in  the  past,  such  institutions 
also  increased  in  large  numbers,  and  they  had, 
as  a  rule,  insufficient  capital,  and  were  reckless 
in  business.  The  banks  had  to  endorse  the 
speculation  of  the  dealers  in  order  to  get 
business,  and  the  result  was  that  they  granted 
native  orders  to  such  an  extent  that,  had  they 
been  called  upon  to  meet  even  part  of  them  at 
a  certain  time,  they  could  not  have  existed  a 
day.  Of  course,  the  crisis  which  was  inevitable 
was  warded  ofi  day  after  day  by  attracting 
deposits  at  large  interest;  they  also  sold 
the  goods  sometimes  at  enormous  loss  to 
themselves  in  order  to  obtain  ready  money. 

The  dealer  in  the  outport,  or  the  real 
merchant  of  China,  had  nothing  whatever  to 
do  with  these  transactions.  The  utmost  he  could 
get  was  a  respite  of  ten  days  by  the  grant  of 
a  native  order  maturing  within  that  period. 
There  was  no  question  of  the  soundness  of 
those  native  orders,  especially  as,  almost  always, 
he  paid  money  first  into  the  bank  of  his  own 
native  city  before  he  allowed  his  agent  in 
Shanghai  to  take  charge  of  the  goods.  It  was 
only  a  gain  of  a  few  days'  interest  for  him,  and 
he  did  not  concern  himself  with  the  speculations 
and  manipulations  of  the  dealers  in  the  ports. 

Conditions  were  such  when,  at  about  the 
last  decade    of    the    19th   Century,   most  of  the 
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dealers  in  the  ports  were  continually  owing 
enormous  sums  of  money  to  the  native  banks, 
so  much  so  that  the  real  dealers  in  the  ports 
were  the  native  banks,  and  not  those  who  signed 
contracts  with  foreigners.  A  few  occasions  of  good 
profit,  and  the  chance  of  making  money  in  the 
future,  were  sure  enough  incentives  to  the  banks 
to  persist  in  the  methods  which  they  had  been 
led  into  by  the  unsound  dealers.  The  time 
came  when  the  native  banks  began  to  trade 
themselves  with  the  dealers  who  originally  came 
to  them  as  intermediaries.  They  stocked  large 
quantities,  and  the  trade  was  conducted  by  them, 
here  also  with  the  dealers  as  intermediaries 
between  themselves  and  the  outport  merchant. 
It  does  not  need  an  exceptional  knowledge  of 
real  banking  to  understand  that  it  is  an  extremely 
unsafe  course  for  a  bank  to  adopt — not  to  speak 
of  speculating  on  its  own  behalf ;  and  the  business 
of  the  native  banks  during  the  last  decade 
of  the  19th  Century  and  until  the  fall  of  the 
Manchus,   was  actually  speculation. 

Trade  in  all  parts  of  the  world  is  more  or 
less  a  speculation.  The  merchant  buys  goods 
at  a  certain  price  in  the  hope  that  at  a  future 
date  the  prices  will  rise,  so  that,  when  he  sells, 
he  will  make  a  profit.  But  in  China  tcp,de 
there  is  a  further  element  of  open  speculation, 
in  view  of  the  fact  that  exchange  plays  an 
unusually  larger  part  than  even  the  actual  price 
of  the  commodities.  When  the  banks  took  the 
responsibility  of  carrying  ^oods,  settling  exchange, 
and  financing  the  dealer,  besides  their  regular 
business  of  banking,  it  was  inevitable  that  the 
legitimate  business  would  have  to  be  dropped 
some  time  or  other.  They  kept  up  the  business 
of  banking,  however,  in  order  to  attract  deposits, 
so  that  they  might  have  more  capital  to  trade 
with;  and  when  the  several  slumps  came,  and 
all  the   capital   was   employed  in  financing  the 
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purchase  of  goods,  there  was  the  inevitable 
crash. 

The  dealer  was  only  nominally  responsible, 
and  he  certainly  had  no  means  to  fulfill  his 
contracts;  the  foreigner  had  every  authority 
to  fall  back  on  the  banks.  Naturally,  the 
foreigner  left  the  dealer  alone,  and  came 
to  the  bank  as  the  party  directly  responsible; 
but  the  banks  wanted  to  get  out  of 
this  tangle.  The  history  of  the  attempts  at 
repudiation  by  both  the  dealer  and  the  banker, 
and  the  several  instances  in  which  the  Government 
had  to  come  to  the  rescue  to  save  the  situation, 
are  beyond  the   scope  of  my  book. 

It  is  noteworthy  that  many  of  these  banks 
were  not  only  private  concerns,  but  were  also 
institutions  that  were  more  or  less  quasi-official 
provincial  banks.  One  of  the  methods  by  which 
they  used  to  obtain  money  was  the  issue  of  notes, 
to  very  large  amounts,  without  any  reserve 
whatever  to  meet  the  issues.  So  it  happened 
that,  when  the  Revolution  came,  and  when  the 
government  and  the  finances  of  the  country 
were  almost  shaken  to  the  foundations,  most 
of  these  banks  had  to  close  their  doors ;  and  even 
a  few  years  after  the  Revolution  some  of  the 
banks  have  not  been  able  to  meet  their  liabilities. 
Of  course,  the  best  and  the  soundest  banks, 
although  they  did  not  eschew  speculation  and 
trade,  were  very  careful  to  keep  down  their 
commitments  to  safe  levels.  Naturally  these 
survived  the  crash  during  the  Revolution. 

These  banks  have  been  following  sound 
methods,  and  their  policy  became  more 
conservative  than  ever  after  the  revolution. 
Hence  the  complaints  of  the  restriction  of  credit. 
As  a  matter  of  fact,  no  credit  was  restricted.  The 
banks  that  speculated  and  actually  traded  were 
out  of  the  way,  and  consequently  the  volume  of 
trade    dwindled    when   the    banks    that   existed 
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did  not  do  any  business  but  that  of  regular 
banking.  They  have  been  furnishing  the  same 
kind  of  credit  to  their  customers  as  before,  and 
the  stress  of  circumstances  and  the  stringency 
of  money  have  inevitably  led  to  their  following 
a  policy  that  is  certainly  not  conducive  to  a 
large   expansion  of  commerce. 

More  important  than  credit  to  the  regulation 
of  commerce  is  the  ratio  of  supply  to  demand. 
Enough  has  been  said  to  show  that,  as  regards 
the  imported  goods,  the  trade  is  still  in  the 
stage  of  teaching  the  Chinese  to  want  more  than 
they  have  been  content  with  for  ages.  It  is 
certainly  true  that  the  country  takes  more 
goods  with  the  progress  of  each  year.  It  is 
doubtful,  however,  whether  this  taking  is  due  to 
a  brisk  demand  for  the  same.  The  large 
increase  in  the  number  of  foreign  business 
houses  and  the  number  of  nations  wishing  to 
introduce  their  goods  into  this  country,  as  also 
the  area  in  which  the  foreigner  has  been  able 
to  trade,  have  contributed  to  the  increase  in 
the  quantity  of  goods  taken  by  the  country.  The 
Chinese  dealer,  with  the  aid  of  the  native  banks, 
was  also  one  of  the  contributory  causes  to  this 
progress.  In  the  anxiety  to  introduce  goods, 
foreigners  cut  each  other,  so  much  so 
that  competition  during  the  early  years 
of  the  20th  Century  in  China  was  certainly 
a  cut- throat  one.  The  competition  among 
foreigners  brings  about  a  concomitant  in  the 
competition  among  Chinese  dealers.  The  less 
the  price,  the  greater  the  profit  they  expect  to 
make,  and  the  spice  of  speculation  helped  toward 
the  Chinese  taking  in  much  more  goods  than 
they  could  possibly  digest.  It  is  a  curious 
feature  of  the  trade  that,  as  a  rule,  there  is 
not  a  gradual  progression.  A  few  years  of  brisk 
imports  are  always  followed  by  a  few  years  of 
very  slack  imports.      Too  much  goods  are  taken 
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one  year,  and  too  little  in  another.  It  is 
inevitable  that  the  progress  of  time  and  the 
increase  in  communications,  both  by  steam 
vessels  and  railways,  should  bring  about  an 
increase  in  the  volume  of  imports.  It  is 
inevitable,  also,  that,  in  spite  of  the  variations, 
the  total  of  the  import  trade  should,  on 
the  whole,  show  increases  at  the  end  of 
each  succeeding  period.  But  the  manner  in 
which  this  has  been  brought  about  is  not  sound. 
Hence  the  ratio  of  progress  as  compared  with 
that  of  any  foreign  country  is  small,  and  the 
total  of  profits  made  in  business  has  been 
dwindling  year  after  year. 

In  the  case  of  produce  sold  to  foreign 
countries,  the  law  of  supply  and  demand  has 
certainly  had  a  greater  effect  than  in  the  case 
of  imports.  Chinese  produce  is  only  usually 
bought  when  there  are  definite  markets  at 
home,  and  when  the  foreign  dealer  in  the  ports 
has  orders  for  buying  such  goods.  It  is  very 
rarely  that  the  foreigner  speculates  and  takes 
the  chance  of  selling  at  a  profit  at  home  the 
goods  that  he  buys  in  China.  In  the  early 
days  there  was  no  competition  in  the  trade 
of  such  produce.  Tea,  silk,  and  most  other 
goods  bought  in  China,  were  only  available  in 
the  country,  and  hence  buying  was  extremely 
profitable,  with  the  result  that  the  East  India 
Company,  and  later  on  foreign  merchants,  were 
even  willing  to  lose  on  their  sales  in  order  to 
be  able  to  buy  the  produce  of  the  country. 
Later,  however,  other  countries  have  progressed 
quite  as  much  as  China  has  deteriorated.  In 
almost  every  commodity  that  this  country 
produces  there  is  competition  from  other  parts 
of  the  globe,  with  the  advantage  that  the 
governments  in  these  other  countries  are  more 
efficient,  currency  more  stable,  and  facilities  for 
trade  much  larger  than  in  China.      Hence  the 
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progress  of  this  trade  has  been  very  limited, 
although  the  total  at  present  is  immensely  larger 
than  it  was  in  the  early  years  of  foreign  trade. 
It  is  but  natural  that  this  total  should  increase, 
in  view  of  the  fact  that  while  there  were  four 
or  five  principal  commodities  that  were  exported 
before  1850,  at  present  there  are  over  two 
hundred  commodities  that  China  sells  to  the 
outside  world.  As  a  matter  of  fact,  the 
quantity  of  tea  sold  to-day  is  much  less  than, 
say,  in  1870  or  1880,  and  the  quantity  of  silk 
sold  shows  an  extremely  slow  advance;  India 
sells  twenty  times  as  much  tea  as  she  did  in 
1870,  and  Japan  sells  about  five  or  six  times 
as  much  silk  as  she  did  even  so  late  as  1880.  Not 
only  the  unsound  methods  of  trade,  but  also, 
to  a  large  extent,  adulteration  and  other  improper 
methods  adopted  by  the  middlemen,  have  been 
responsible  for  keeping  the  trade  at  the  lowest 
possible  ebb.  At  one  time  the  demand  was  so 
great  that  the  country  was  not  able  to  supply 
all  that  was  asked  of  it;  but  to-day,  with  the 
competition  of  foreign  countries  and  the 
unsound  and  unfair  methods  adopted  by 
the  Chinese,  there  is  more  supply  in  most  of 
the  Chinese  produce  than  there  is  demand 
for  them. 

Equally  important  as  several  other  factors 
is  the  facility  of  transport  and  proper  means 
of  communication.  In  this  country  the  means 
of  communication  are  woefully  lacking.  While 
the  mileage  of  railways  has  increased  during 
recent  years,  the  waterways,  which  might  have 
been  developed  into  great  arteries  of  trade,  have 
been  allowed  to  silt  up  and  grow  useless.  There 
are,  however,  a  good  number  of  waterways 
which  still  serve  the  important  purpose  of  the 
means  of  transport ;  but  they  are  quite  inadequate 
to  the  extent  of  the  country.  As  for  railways, 
the  existing  ones  certainly  tap  important  portions 

135 


FINANCE  IN  CHINA 

of  the  country;  but  railway  transport  is 
extraordinarily  costly  for  bulky  produce.  The 
unhappy  position  is  that  while  the  increase 
in  railways  has  contributed  to  the  growth  of 
the  import  trade,  it  has  not  encouraged  the 
export  trade  in  the  same  ratio.  The  produce, 
after  paying  the  heavy  freight  on  arrival  at 
the  ports,  is  not  able  to  compete  with  the 
produce  of  other  countries,  which  are  transported 
by  immensely  more  economical  methods. 
Further,  of  course,  the  bugbear  of  the  trade, 
especially  that  of  exports,  is  exchange,  and 
usually  it  has  acted  unfavourably  on  the  trade 
in  local  produce.  Even  in  the  case  of  import 
goods,  the  cost  of  transport  adds  considerably 
to  the  value  of  the  goods,  with  the  result  that  in 
times  when  the  manufacturer's  costs,  owing 
to  some  reason  or  other,  are  large,  the  buying 
in  the  interior  becomes  very  limited.  As 
stated  on  a  previous  occasion,  the  Chinese  have 
the  extraordinary  capacity  of  doing  without 
what  seems  to  us  necessaries  of  life,  when  the 
price  is  not  suitable.  They  do  so  with  a 
vengeance  when  there  is  even  a  slight  rise  in 
the  cost  of  imports  which  they  consider  unfair, 
or  which  they  are  unable  to  pay.  Moreover, 
the  inefficiency  of  officialdom,  and  the  several 
rebellions,  bands  of  brigands,  famine,  and 
other  unsatisfactory  conditions  in  the  country, 
have,  more  or  less,  contributed  to  make  the 
transport  of  goods  a  business  attended  with  a 
certain  amount  of  risk. 

Prices  have  a  very  important  bearing  on 
the  volume  of  trade,  and  it  is  an  admitted 
fact  that  prices  vary  with  the  quantity  of 
money  in  a  country.  This  statement  is  quite 
as  true  of  a  silver-using  country  like  China 
as  of  the  gold  standard  countries  of  Europe. 
It  is  purely  a  matter  for  conjecture  as  to  whether 
the    national    wealth    of    China    is    big    enoilgh 
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to    permit  of  a  large  expansion   of    commerce. 

The    questions    connected  with  the  supply  and 

quantity    of    money  in  China  are   far  different 

to  those  prevailing  in  other  parts  of  the  world. 

The  situation  is  very  much  complicated  by  the 

fact   that    not  only  has  the  quantity    of    silver 

available    for    trade    in    each   port    of    China   a 

direct    bearing    on    the    trade    and    prices,    but 

also    the    ratio    between    the    gold    and    silver 

value  of  goods.      The  dealer  in  the  ports  buys 

in    gold,    and    sells    in    silver.       The    foreigner 

buys  the  produce  in  silver,  and  sells  it  in  gold. 

If,  as  during  the  period  when  Ricardo  formulated 

his    famous    theory    of   political    economy,    gold 

and  silver  had  a  fixed  relation  to    each   other, 

with   but    slight   variations  —  although   both   of 

them    were    mediums  of  exchange — there  would 

have    been    not    a   fraction     of     the     difficulties 

that    clog    the    progress    of    commerce     in     this 

country  to-day.      The  variations  in  the  relative 

price    between    gold    and    silver    are    sometimes 

very  violent,  and  it  is  a  truism  that  exchange 

makes    all    the    difference    between     profit     and 

loss    in    China   trade.       If    this   were    the    only 

difficulty,  it  could   have  been   easily  surmounted 

and   a   proper    basis   of   adjustment  could  have 

been  arrived   at;  but  within  this  country  itself 

there  are  innumerable  variations  in  local  prices. 

The  local  exchanges  are  the  bugbear  of  commerce. 

The   Shanghai   tael  is  quite   different    from    the 

tael  of  Chihli,  and  the  tael  of  Chihli  is  different 

from    that     of     Newchwang,    and   all    of    them 

are    different    from    that   of    Szechuan.       Every 

province,    and    even    the    sub-divisions   of   some 

provinces,   have  their  own  weight   and  fineness 

for   the    tael,    which    is    the    Chinese   ounce;    so 

the  prices  vary  with  the  variation  in  exchange. 

The    ratio    of    exchange     also     depends    on 

the    scarcity    or    otherwise    of    silver.        If,    for 

instance,    there    is    a    large    export     of     native 
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produce  from  Newchwang,  and,  consequently,  a 
large  addition  to  the  silver  stock  of  the  province, 
and  at  the  same  time  there  is  a  large  import 
of  goods  and  outflow  of  silver  from  the  province 
of  Kiangsu,  it  is  but  natural  that  the  exchange 
between  Shanghai  and  Newchwang  would  be 
such  that  the  Shanghai  tael  would  be  worth 
much  more  than  that  of  Newchwang.  In 
the  same  way,  if  the  relation  between  the  two 
provinces  is  such  that  one  is  a  debtor  to  the 
other  to  a  very  large  extent,  the  tael  of  the 
creditor  province  would  surely  be  worth  much 
'more  than  the  tael  of  the  debtor  province, 
whatever  may  be  the  fineness  and  the  weight 
of  the  currency  of  the  two  provinces. 

The  quantity  of  the  goods  passing  to  and 
fro  between  two  provinces,  the  value  and  the 
kind  of  the  goods  that  change  hands,  the 
relation  in  which  the  provinces  stand  to  each 
other  with  regard  to  the  credit  or  debit,  and 
the  stock  of  silver  the  provinces  have  have  all 
a  bearing  in  fixing  the  ratio  of  exchange  between 
them.  The  process  is  very  complicated,  but 
sufficiently  potent  to  bring  about  a  large 
measure  of  uncertainty,  and  to  create  an 
extraordinary  amount  of  difiiculty  in  commerce. 
I  will  deal  in  detail  with  the  local  and  foreign 
exchanges  on  a  future  occasion.  In  the 
meanwhile,  I  have  said  enough  to  emphasize 
the  obstruction  in  the  path  of  the  free  growth 
of  trade  caused  by  the  local  exchanges,  as  also 
the  exchange  between  gold  and  silver. 

Not  the  least  of  the  impediments  to  the 
progress  of  commerce  in  this  country 
is  the  instability  and  the  elasticity 
of  government  taxation.  It  is  difficult  to 
ascertain  the  native  charges  that  are  made  by 
the  provincial  governments  on  the  imports  and 
exports  of  the  country ;  but  that  the  amounts  to 
be   paid   before   the   payment  of   export   duties 
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on  exports,  and  after  the  payment  of  import 
duties  on  imports,  are  considerable,  is  on  all 
hands  admitted.  Even  as  early  as  1868,  when 
the  exactions  of  provincial  governinents  were 
much  less  than  they  are  to-day,  tea  had  to  pay 
a  total  varying  from  a  tael  and  6  mace  per  picul 
at  Hankow  to  two  taels  and  three  mace  at 
Foochow  before  it  came  to  the  port ;  while  at  the 
port  it  had  to  pay  a  further  two  taels  5  mace 
for  export  duty,  and  a  tael  and  two  and  a  half 
mace  for  transit  dues.  On  silk,  while  the 
Customs  export  duty  was  only  Tls.  10,  and 
transit  duty  Tls.  5  per  picul,  the  native 
charges  amounted  to  Tls.  14  at  Hankow  and 
Tls.  22  at  Ningpo.  As  regards  import  goods, 
leaving  apart  opium,  which  is  purely  a  luxury, 
and  the  taxing  of  which,  however  high  it  may 
be,  need  not  be  considered  prohibitive  to  trade, 
the  native  charges  on  such  necessaries  as  cotton 
goods,  metals,  or  woollens,  were  so  large  as 
to  increase  the  cost  by  a  large  percentage. 
For  instance,  on  grey  shirtings,  while  the 
import  duty  and  transit  dues  were  only  14 
candareens  per  piece,  the  native  dues  at 
Chinkiang  amounted  to  3  mace  5^  candareens, 
nearly  2  mace  at  Ningpo,  and  2  mace  4 
candareens  at  Tientsin  for  goods  intended  for 
Peking.  Again,  while  the  import  duty  and  the 
transit  dues  were  only  about  1  mace  8.7 
candareens  per  picul  on  metals,  the  native 
charges  round  about  Shanghai  were  5  mace 
9  candareens,  at  Ningpo  3  mace  7  candareens, 
at  Newchwang  4  mace,  and  at  Foochow  2  mace 
2  candareens. 

The  effect  was  to  increase  the  price  of  the 
articles  considerably,  and  with  the  progress  of 
years  and  with  the  gradual  deterioration  of  the 
i&nances  of  both  the  central  and  provincial 
governments,  the  exactions  became  almost 
intolerable.       It  was   not  only  the   levy  of  the 
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government  that  added  to  the  burden,  but 
also  the  peculation  carried  on  by  ofl&cials, 
both  great  and  small,  in  the  different  points 
on  the  route  of  the  transport  of  goods. 
There  was  also  no  uniformity  with  regard  to 
this  taxation.  Even  to-day,  while  in  the 
province  of  Hunan  one  payment  of  provincial 
duty,  say,  on  kerosene  oil  exempts  the  cargo 
from  further  taxation  within  the  province, 
however  many  times  the  same  goods  might  be 
moved,  in  the  province  of  Anhui,  for  instance, 
for  each  movement  one  has  to  pay  a  different 
tax.  The  net  result  was  to  make  the  price 
uncertain. 

To  a  certain  extent,  the  taxation  of  imports 
and  exports  in  the  provinces  was  encouraged 
by  the  Central  Government  and  by  the 
mandarinate  in  China  generally  on  the  mistaken 
idea  that,  by  such  taxes,  they  were  benefiting 
the  country.  By  taxing  imports  as  much  as 
possible  it  was  thought  possible  to  prevent 
the  foreigner  from  selling  his  goods.  It  was 
believed,  from  the  very  beginning,  that  all  trade 
in  China  was  only  for  the  benefit  of  the  foreigner, 
although,  unhappily,  and  mainly  owing  to  the 
foolishness  of  the  Chinese  ofBcials,  the  trade 
has  certainly  not  proved  a  benefit  to  the<  country. 
It  was  not  understood  that  by  taxing  imports 
heavily  the  consumers  were  made  to  pay 
more  than  was  reasonable  or  just.  It  was  not 
understood  that  the  foreigner  who  sold  goods 
did  not  reduce  a  cent  of  his  price  on  account 
of  these  exactions.  No  doubt,  such  methods 
contributed  to  lessen  the  quantity  sold  by  the 
foreigner.  As  regards  exports,  the  exactions  on 
the  part  of  the  government  were  again  due  to 
the  mistaken  idea  that  all  these  charges  were 
finally  to  be  paid  by  the  foreign  buyer.  If  the 
produce  of  China  had  no  competitor  among 
other  nations  of  the  world,  and  if  the  foreign 
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nations  had  to  buy  this  produce  at  any  cost, 
such  a  procedure  might  have  been  justified 
to  a  certain  extent,  although,  however,  any  step 
taken  in  the  direction  of  the  restriction  of 
commerce  would  not  prove  beneficial  to  the 
country  in  the  end.  What  happened  actually 
was  that  for  a  time,  of  course,  the  foreigner 
had  to  take  these  goods;  but  when  he  could 
get  his  tea  from  Japan  and  India,  and  his  silk 
from  Japan,  he  was  certainly  not  going  to 
pay  a  bigger  price  for  the  pleasure  of  having 
possibly  an  inferior  quality  of  China  produce. 
So  he  looked  to  other  markets  to  replenish 
his  stock;  and  thus  the  export  trade,  which 
might  have  grown  into  enormously  large 
proportions,  has  been  considerably  curtailed 
on  account  of  the  policy  adopted  by  the 
provinces  and  encouraged  by  Peking.  With 
the  progress  of  time  there  was  also  a  considerable 
change  in  the  actual  tradal  situation  of  the 
foreigner  vis  a  vis  China  produce.  At  one 
time  profits  by  the  sale  of  China  produce  were 
so  great  that  the  foreigner  was  willing  to  lose 
on  the  sale  of  the  goods  of  his  own  country 
to  buy  produce  in  China ;  but  later  on  the  foreigner 
trading  in  China  had  no  interest  to  push  the 
sale  of  Chinese  goods  in  his  own  country. 
He  could  buy  similar  goods  and,  possibly,  of 
better  quality  in  other  countries  many  a  time 
at  prices  which  would  prove  of  more  profit  to 
him.  He  only  took  such  China  produce 
as  he  could  easily  sell,  and  took  the  rest  in 
money.  It  was  evidently  the  duty  and  to 
the  interest  of  the  Chinese  that  they  should 
have  made  the  utmost  effort  to  settle  accounts 
for  all  the  goods  they  bought  in  their  own 
produce.  It  so  happened,  however,  that  neither 
the  merchants  nor  the  government  understood 
the  significance  of  the  science  of  exchange 
of  commodities.      Not  only  were  no  endeavours 
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made  in  this  direction,  but  every  obstacle  was 
placed  in  the  path  of  the  trade  in  local  produce. 
Last  but  not  least,  exchange  between  gold  and 
silver  has  had,  and  still  has,  an  extremely 
important  bearing  on  the  progress  of  trade  in 
China.  The  subject  has  also  an  important 
bearing  on  banking  and  exchange,  both  foreign 
and  Chinese,  in  this  country  as  on  trade; 
and  hence  I  will  discuss  this  aspect  of  the 
question  on  a  later  occasion.  I  have  said 
enough  to  show  that  conditions  in  China  trade 
have  not  been  such  as  to  prove  of  great  help 
to  progress. 

The  Guilds. 

Any  reference  to  the  methods  of  commerce 
in  China  would  be  incomplete  without  a 
reference  to  the  Chinese  trade  guilds.  The 
method  of  government,  the  loose  manner  in 
which  laws  were  administered,  and  the 
essentially  democratic  nature  of  the  people 
contributed  to  bring  about  the  institution  of 
trade  guilds,  almost  apart  from  and  independent 
of  the  Government.  These  guilds  were  primarily 
intended  for  the  consideration  and  settlement 
of  matters  of  common,  as  distinct  from 
individual,  interest.  They  have  moulded  their 
own  organizations,  made  their  own  regulations, 
and  enforced  them  in  a  manner  peculiar  to 
themselves  and  by  methods  which  may  seem 
devious  to  those  unacquainted  with  the  psychology 
of  this  race.  The  guilds  had  no  authority 
from  the  government.  On  the  other  hand, 
they  had  no  interference  from  it.  But  from 
time  immemorial  they  have  exercised  an 
influence  extraordinarily  vast  and  almost 
autocratic.  As  a  matter  of  fact,  even  before 
the  advent  of  foreigners,  the  guilds  had  obtained 
and  used  almost  unrestrained  control  over  their 
respective  trades.      These  institutions  were  also 
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democratic.  The  members  of  the  guilds  were 
traders;  the  committee  and  the  officers  were 
elected  from  among  the  traders  from  time  to 
time.  But  once  the  mandate  of  the  committee 
was  issued,  there  was  no  getting  away  from  it. 
As  associations,  they  have  never  been  recognized 
by  the  civil  law,  nor  have  they  sought  to  be 
recognized,  or  claimed  protection  from  the 
Government.  They  have  remained  absolutely 
self-governing,  but  the  jurisdiction  over  the 
members  was  absolute,  because  of  the 
extraordinary  faculty  of  combination  for  trade 
purposes  which  has  existed  among  the  Chinese 
for  centuries.  There  is  another  reason  why  the 
guilds  were  able,  or  were  allowed,  to  exercise 
such  uncontrolled  power  over  their  members, 
and  thus  indirectly  over  commerce  as  a  whole. 
The  functions  of  the  government  being  practically 
confined  to  taxing  and  policing,  there  had  to 
be  some  authority  over  the  economic  and 
business  affairs  of  the  country,  and  as  the 
Government  was  not  anxious  or  able  to  control 
or  regulate  economics,  it  was  satisfied  with 
letting  things  take  their  own  course — so  long 
as  there  was  no  complaint  of  oppression  by 
individual  members.  The  laws  of  the  country 
were  neither  perfect  nor  equitable,  nor  was 
there  an  attempt  made  at  any  time  to  regulate 
commercial  laws.  The  customary  laws  left 
business  completely  out  of  its  pale,  the 
result  being  the  formation  of  laws  by  the 
trade  guilds  for  the  regulation  of  business.  In 
the  middle  ages,  and  even  up  to  the  18th 
Century,  Europe  had  guilds  similar  to  those 
existing  in  this  country ;  but  the  advance  in  the 
science  of  government,  which  has  brought  in 
its  wake  laws  not  only  controlling  ordinary 
public  life,  but  also  business,  manufactures  and 
industry,  made  the  trade  guilds  in  Europe 
superfluous.        But    conditions    in    China     have 
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not     changed.      In     Europe,     business     is     no 
longer  individual.      The    rise    in    industry    and 
manufactures   has    brought    about  the  existence 
of     corporate     business.        Corporate      business 
entails  the  handling  of  the  money  of  the  public 
by  a   few  individuals.       The   governments  had 
perforce    to    control    the    powers    exercised    by 
individuals   having    the    control    of    the    funds 
of  the   public.       Naturally,   company   laws  and 
special   regulations   for  the   control    of    business 
became    necessary.        In    China,    on    the    other 
hand,  trade  was  and  is  still  essentially  individual. 
The  Chinese   as   a  race  would    not    brook    any 
interference    in    their    private    aflEairs,    even    by 
the  Government.      Only  by  means  of  combination 
could    trade    be   regulated    or  controlled.       The 
guilds      were     a     combination     of     merchants, 
and,    so    far,    have    satisfactorily  performed  the 
functions  which  it  were  originally  intended  they 
should  do.      Business  in   this   country  was  con- 
ducted under  peculiar   conditions.      The    Chinese 
merchant    had     no     share     in     the     municipal 
government  of  the   locality  in  which  he  traded, 
because  no   such  activity  was  possible  for   any 
Chinese  citizen.      He  had  no  share  or  influence 
in  moulding  the  laws  to   secure    the    protection 
necessary  for  his   trading  or  industry.      On  the 
one  hand,   he  was  in  constant  opposition  to  the 
officials,    who,     for    a    long    time    past,    would 
stick    at   nothing    if    only    they    could    increase 
the  revenue.      Official   China  had  no  cognizance 
of  the  benefits  of  trade.      The   economic  fallacy 
that    one    man's    profit    is    another    man's    loss 
had     a    thorough    grip    on    the    minds    of    the 
Chinese    officials,     and     they   honestly    thought 
that,   if  they  could  not  prevent    the    merchants 
from  making    big    profits,    they    could    at   least 
make  them  pay  more  than  they  liked   to,   towards 
the    public    revenue.       On  the  other  hand,   the 
merchant   had    to    protect   himself    against    the 
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public.  Prices,  competition,  and  numerous 
other  concomitants  of  trade  had  to  be  regulated, 
so  as  to  be  equitable  to  the  merchant  and  to  the 
public.  It  must  however  be  admitted  that,  in  view 
of  the  extreme  individual  characteristic  of  the 
race,  the  merchant  had  no  feeling  whatever 
as  regards  benefit  to  the  public  or  his  buyers. 
Just  as  much  as  the  public  wanted  to  beat 
him  down,  the  merchant  wanted  to  wring  as 
much  out  of  the  public  as  possible. 

It  was  to  the  advantage  of  the  merchant 
to  combine  with  others  in  the  same  business 
and  form  a  guild.  There  was,  however,  no 
compulsion,  as  any  merchant  was  free  to  join 
the  guild  or  not.  Unlike  the  situation  in  Europe 
during  periods  when  the  guilds  had  great 
influence,  membership  was  essentially  voluntary, 
but  as  a  merchant  who  was  not  a  guild  member 
has  no  protection  whatever  either  as  against  the 
officials  or  the  public,  few  availed  of  the 
provision  that  membership  was  not  compulsory. 
One  of  the  main  objects  of  the  guilds  was  to 
retain  the  advantages  of  trading  in  the  locality 
for  the  benefit  of  the  residents  of  the  locality, 
or  to  retain  the  advantages  of  trading  for  a 
certain  clan  or  people  coming  from  a 
certain  place.  Another  object  was  to  make 
representations  to  the  Government  against 
illegal  exactions  or  tyrannous  ways  of  local 
officials.  An  individual  has  never  had  a 
chance  of  successfully  laying  a  plaint  before 
higher  authorities  against  the  conduct  of  an 
official ;  but  as  the  member  of  a  guild  that  takes 
up  his  representations,  he  was  much  more 
powerful  than  the  official. 

The  govenment  of  these  guilds  is  essentially 
democratic.  As  a  rule,  committee  men  and 
ofiicers  are  elected  each  year.  The  guild  makes 
its  own  rules,  but  can  modify  them  at  short 
notice.       The    guild    can   enforce    obedience    to 
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its  regulations,  and  the  power  of  combination 
is  so  highly  developed  in  the  guilds  that  it  is 
extraordinarily  rare  that  even  attempts  have 
been  made  to  disobey  the  rules.  No  doubt,  in 
many  a  case  it  has  happened  that  the  guilds 
have  been  tyrannous  in  their  ways  towards 
their  individual  members.  There  has  been, 
however,  no  redress.  The  member  who  is 
aggrieved  might  certainly  leave  the  guild,  but, 
by  doing  so,  he  would  be  jumping  from  the 
frying  pan  into  the  fire.  For  instance,  one 
of  the  rules  enforced  by  the  Tea  Guild  in 
Shanghai  is  that  "  pending  litigation  with  a 
foreign  firm  members  of  the  guild  shall  transact 
no  business  with  the  delinquent  firm.  The 
relations  are  not  to  be  resumed  until  the 
case  is  adjudicated."  Also  another  rule  is : 
"It  is  agreed  that  after  a  member  of  the 
guild  or  individual  or  a  firm  has  been  expelled, 
all  business  relations  with  him  shall  cease. 
Any  member  discovered  to  have  had  dealings 
with  him  from  sympathy  or  friendship  shall 
be  fined  Tls.  100.  The  sympathizers  also  run 
the  risk  of  being  boycotted."  There  are 
several  penalties  for  misdemeanors  on  the  part 
of  guild  members,  the  most  atrocious  and 
effective  of  them  being  the  boycott. 

It  is  probable  that  the  authority  of  the 
guild  might  have  fallen  into  disrepute  gradually, 
but  for  the  development  of  foreign  trade.  This 
development  brought  into  relief  the  imperative 
necessity  for  a  stricter  combination  among 
native  dealers.  If  the  Chinese,  as  ofl&cials  or 
merchants,  had  had  a  correct  perspective  of 
the  purposes  of  commerce,  and  if  there  was 
any  kind  of  mutual  trust  between  the  average 
foreign  and  Chinese  merchant,  the  power  of 
the  guilds  might  have  been  considerably 
curtailed.  The  foreigner  imagined,  for  some 
reason  or  other,  that  the  Chinese  dealer  wanted 
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to  cheat  him  on  every  possible  occasion. 
The  Chinese  dealer,  on  the  other  hand,  had 
no  higher  opinion  of  the  foreign  merchant. 
Both  parties  forgot  that  the  essential  purpose 
of  trade  was  to  obtain  as  much  profit  on  the 
sale  or  buying  of  commodities  as  possible.  If 
the  Chinese  imagined  that  the  foreigner  was 
making  an  unconscionable  profit,  he  at  once 
jumped  to  the  conclusion  that  the  latter  was 
cheating  him.  In  the  same  manner,  if  the 
foreigner  thought  that  the  Chinese  produce 
seller  was  making  an  unconscionable  profit,  he 
jumped  to  the  conclusion  that  the  Chinese 
trader  was  cheating  him.  The  foreigners  had 
their  chambers  of  commerce  to  advance  their 
cause.  Their  governments  were  always  willing 
to  do  whatever  they  could  do  for  them.  The 
Chinese,  on  the  other  hand,  could  look  to  no 
help  from  their  government.  Naturally  they 
had  to  combine  and  adopt  the  course  which, 
they  believed,  best  suited  the  situation.  The 
Chinese  dealers  voluntarily  placed  themselves 
under  their  guilds,  so  that,  as  an  organized  and 
compact  body,  they  might  be  able  to  get  better 
terms  from  the  foreigner. 

The  guilds  exist  not  only  for  the  purposes 
of  combined  action  against  the  ofiicials,  the 
foreign  merchants,  and  the  public,  but  also 
to  control  the  daily  regulation  of  commerce. 
They  fix  prices  and  enforce  adhesion;  they 
settle  or  modify  trade  customs,  and  obtain  instant 
acquiescence.  They  even  impose  their  will  on 
traders  who  are  not  members  of  the  guild  and, 
when  powerful  enough,  on  other  trades  also. 
By  powerful  combination  among  a  number  ot 
them,  they  even  make  the  Government  modify 
or  withhold  its  orders.  Latter  day  development 
in  this  country  has  brought  about  a  situation 
in  which  the  guilds  have  little  or  nothing  to  do 
with   the    public;    their    main    endeavours    are 
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toward  fighting  the  Government  as  well  as  the 
foreign  merchants.  The  guilds  take  up  purely 
political  questions,  and,  when  they  believe  that 
some  nation  has  caused  a  slight  on  their  country, 
they  organize  boycotts,  and  are  powerful  enough 
to  enforce  them.  The  most  notable  example  is 
the  boycott  of  the  Standard  Oil  Company  and 
all  American  trade  in  1905  on  account  of  what 
was  considered  the  humiliating  regulations 
against  immigration  into  America.  In  1909,  the 
guilds  at  Hankow  were  able  to  induce  merchants 
at  Shanghai,  Kiukiang,  and  Chinkiang  not  to 
ship  cargo  through  British  vessels  on  account 
of  what  they  considered  an  unjust  treatment  of 
one  of  their  countrymen  by  the  British 
authorities.  In  Canton,  in  1907  a  very 
effective  boycott  against  the  Japanese  was 
organized  on  account  of  the  Tatsu  Maru  affair. 
Although  the  guilds  are  still  powerful  enough 
to  enforce  obedience  to  their  rules  and  regulations, 
recent  developments  point  to  the  break  up  of 
the  absolute  control  they  have  been  wielding 
over  commerce.  This  may  partly  be  attributed 
to  the  fact  that  individual  traders  of  the  present 
date  are  not  entirely  composed  of  the  class 
which  engaged  in  commerce,  say,  twenty  or 
thirty  years  ago.  A  large  number  of  men, 
who,  unfortunately,  do  not  constitute  a  good 
acquisition  to  the  trade,  have  begun  to  do 
business,  and  their  methods  are  not  as  open 
as  those  of  the  merchants  of  three  decades  ago. 
They  naturally  resent  the  absolutism  of  the 
guild,  as  they  have  no  traditions  to  keep  up. 
They  do  not  in  the  least  mind  disobeying  the 
authority  of  the  guild  when  and  where  it  suits 
them  to  do  so.  For  instance,  during  the  financial 
crises  of  1910  and  1911,  when  a  large  crop  of 
native  banks  went  to  the  wall,  it  was  found 
that  the  Bankers'  Guild  could  not  exercise  the 
influence     which     foreign     traders     thought     it 
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could,   and  had  been  exercising,  over  individual 
banks.       The  Guild  was  unwilling  to  say  that 
its  rules   were  being    flouted    by    its    members. 
Naturally,   it  saved  its  face — as    is    usual    with 
regard  to  the  affairs  of  the  country — by  stating 
that  it  had  no  power   to   enforce    payment    by 
certain    of    the    banks.       On    another    occasion, 
when  the  Piece  Goods  Guild  wanted  to  repudiate 
their  contracts  at  the  time  of  the  Revolution  of 
1911,  for  the  ostensible  reason  that  the   advent 
of  the  Revolution  was  sufficient  to  unbind  them 
from    their    contracts  —  the    real    reason     being 
that    cotton    had    fallen    considerably    in    value 
— the    Guild    found,    once    again,    that  it  could 
do  little  :    only   the    action  of  a  few  individual 
and    powerful    members    prevented     the     Guild 
from    taking    a    step    which    would    have     been 
derogatory    to    the    integrity     of     the     Chinese 
merchants.      With   this  tendency   to  cut    adrift 
from    the    authority    of   the    guilds  on  the  part 
of  the  younger  and  the  less  wealthy  members, 
it  is  but  natural   that   these    guilds    should    be 
controlled    by    the    older    and     the     substantial 
merchants   following    the    old    traditions.       The 
traders    of     the     new     school     submit     to     the 
authority  of  the  guilds  at  the  moment,  simply 
because  they  could  not  help  it.      Anarchy  and 
the     absolute     powerlessness     of     governmental 
authority  in  the  country  have  also   had   a  great 
influence    in    undermining    the    power     of     the 
guilds.      The  guilds  used  to  be  able  to  enforce 
their    will    on    the    Government,   and   almost  to 
compel   the   Government  to   protect  trade  when 
necessary.      With  the  Government  so  powerless 
as  it  is  to-day,    the  guilds   are,   naturally,   also 
powerless.      Hence  the  loss  of  a  portion  of  their 
influence.      Although  the  measure  of  success   has 
been  extremely   small,    the    number   of  Chinese 
taking   to   foreign    methods    of    trade    is    large. 
Whenever  Chinese  trade  is  conducted   by  modern 
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methods,  it  cuts  adrift  from  the  guilds,  so  much 
so  that  the  latter' s  influence  is  certainly  not 
what  it  used  to  be,  although  they  still  continue 
to  be  potent  factors  in  the  commerce  of  this 
country.* 


*  Further  information  with  regard  to  Chinese  Guilds  may  be  obtained 
in  "  Gilds  of  China  "  by  H.  B.  Morse,  and  the  artide  on  the  "  Chinese 
Guilds  "  by  Rev.  J.  Macgowan  in  the  Journal  of  the  North  China  Branch 
of  the  Royal  Asiatic  Society.    Vol.  XXI. 
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THE  PROGRESS   OF  TRADE 

The  history  of  the  foreign  trade  of  China 
in  the  past  is  enveloped  in  the  mist  of  obscurity, 
and  whatever  details  are  obtainable  are  not 
of  much  significance  either  with  regard  to  the 
present  state  of  affairs  or  to  the  possible 
development  in  the  future.  The  Portuguese 
were  the  first  to  begin  intercourse  with  China; 
the  Spanish  came  next;  the  Dutch  a  little  later. 
The  English  were  already  making  attempts  to 
trade  with  China  even  before  the  Dutch  arrived. 
The  Russians  had  been  in  China  before  the 
Dutch  or  the  English.  The  French  came  next; 
and  the  last  of  the  big  nations  to  enter  into 
commercial  relations  with  China  was  America. 
There  were  also  Swedes  and  Danes;  the  latter 
especially  had  a  big  commerce  during  the 
closing  years  of  the  18th  Century.  Although 
there  have  been  sporadic  attempts  to  trade 
at  Ningpo,  Foochow  and  Macao,  there  was 
no  organized  commerce  before  the  establishment 
of  the  factory  or  the  hong  system.  The  system 
under  which  the  trade  was  conducted  in  Canton 
since  the  establishment  of  the  co-hong  in  1720, 
and  the  affirmation  of  their  position  in  1745 
up  to  the  time  when  the  East  India  Company 
was  thrust  from  their  high  estate  in  1834  as 
practically  the  sole  purveyors  of  foreign  goods 
to  China  is  explained  in  many  a  volume; 
it  is  quite  unnecessary  for  me  to  explain 
the  position  of  trade  during  that  period. 
But  one  general  observation  might  be 
made.      Up  to   1834   China   was  admittedly   the 
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master  of  the  situation,  and  the  foreign  trade 
had  to  be  regulated  according  to  the  will 
and  whim  of  the  Chinese  authorities.  Later 
on,  the  foreign  nations,  especially  the  British, 
claimed  equality  of  treatment,  and  condemned 
the  monopoly  of  the  co-hong  and  the  eccentricities 
of  taxation.  The  British  treaty  of  Nanking 
at  1842,  the  American  treaty  of  1844,  and  the 
treaties  with  other  nations,  especially  with 
France,  which  followed  later,  completely 
reversed  the  position,  and  from  1860  onwards 
the  foreign  nations  were  practically  masters  of 
the  situation,  and  foreign  trade  has  been 
conducted  on  lines  laid  down  by  the  foreigners, 
which  China  was  perforce  obliged  to  adhere 
to.  During  this  period  the  whole  venue  of 
trade  was  changed.  While  in  former  periods 
the  foreigners  were  anxious  to  buy,  during 
this  period  the  foreigners  were  anxious  to  sell. 
While  in  the  past  they  brought  specie  and 
preferred  to  bring  specie  in  order  to  buy  goods,  now 
they  had  a  balance  in  their  favour  as  a  result 
of  the  sale  of  their  goods,  in  spite  of  the  fact 
that  they  bought  as  much  as  was  available. 
While  in  former  times  the  goods  they  brought 
into  China  had  to  be  sold  at  a  loss,  now 
there  were  enormous  profits — until  the  insane 
competition  among  foreigners  started  two 
decades  ago.  On  the  other  hand,  the  profits 
of  the  Chinese  produce  seller  were  gradually 
reducing. 

Statistics,  said  a  president  of  the  Royal 
Statistical  Society  of  Great  Britain,  could  many 
a  time  be  very  misleading.  At  the  same  time, 
however,  one  has  to  rely  a  great  deal  on 
statistics  to  arrive  at  a  correct  understanding 
of  the  position  of  trade  as  a  whole  or  in  any 
particular  commodity.  A  large  volume  of  trade 
is  not  always  a  sign  of  prosperity.  For 
instance,  Canada  and  Australia  in  recent  years 
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have  had  increases  in  the  volume  of  trade, 
while  they  have  been  borrowing  at  an  almost 
alarming  pace.  The  reason  is  that  they  have 
been  receiving  more  goods  than  the  total  of 
their  own  produce  they  were  able  to  sell — 
with  the  result  that  the  increasing  totals  year 
after  year  were  adding  to  the  burden  of  the 
adverse  balance;  hence  the  necessity  to  borrow 
to  balance  accounts.  China  has,  during  the 
whole  period  of  her  foreign  trade,  with  the 
exception  of  a  few  years,  been  placed  in  the 
same  position  as  Canada  and  Australia,  with 
the  added  disadvantages  of  bad  government, 
Industrial  stagnation  and  the  resources  of  the 
country  remaining  altogether  untapped.  The 
situation  in  China  during  the  years  following 
1909  has  been  almost  abnormal.  While  the 
total  trade  has  increased  fifty  per  cent,  the 
period  has  been  one  of  the  worst  for  the 
Government,  the  Chinese  dealers,  and  foreign 
merchants.  It  follows,  of  course,  that  the  nature 
of  the  trade  has  much  to  do  with  the  prosperity 
or  otherwise  of  it — in   spite  of  the  total. 

Statistics  of  the  Imperial  Maritime  Customs 
are  only  available  since  1864,  and  as  a  matter 
of  fact  only  the  figures  from  the  year  1867 
could  be  depended  upon.  There  are,  however, 
some  records  of  the  progress  of  trade  previous 
to  that  period.  I  referred  to  the  trade  of 
Canton  and  Lintan,  which  constituted  practically 
the  whole  foreign  trade  of  China  in  1833,  the 
total  that  year  being  composed  of  $23,476,244 
in  imports  and  $20,443,270  in  exports,  or  a 
total  of  about  £10,000,000.  In  1845  there  were 
five  ports  viz :  Canton,  Amoy,  Foochow, 
Ningpo  and  Shanghai,  opened  to  foreign  trade, 
and,  according  to  the  Consular  reports,  the 
trade,  not  including  the  American  and  Spanish 
trade  in  Amoy,  which,  however,  did  not  amount 
to    much,    is    given    as    follows    (the    exchange 
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of  the  dollar  being  reckoned  at  4s.  2d.  sterling) : — 

Canton        Imports  in  vessels  of  all  nations $14,062,811  or 

£3,046,942 

Exports  in  vessels  of  all  nations $30,564,526  or 

£6,622,726 

Amoy  Imports  in  33  British  vessels   $707,973  or 

£147,494 

Exports  in  British  vessels   $742,749  or 

£154,781 

Foochow      Imports  in  5  British  vessels $346,308 

Imports  in  3  American  vessels  $55,267 

Exports  in  British  vessels    $328,608 

Exports  in  American  vessels  $3,725 

Ningpo         Imports  in  British  vessels $49,911 

Exports  in  British  vessels    $83,976 

Imports  in  Bremen  vessels    ^$13,834 

Exports  in  Bremen  vessels   $2,217 

Imports  in  American  vessels    $5,414 

Exports  in  American  vessels    $5,357 

Shanghai     Imports  in  all  vessels $5,875,104  or 

£1,223,980 

Exports  in  all  vessels $6,465,849  or 

£1,347,052 

During  the  succeeding  period  both  the  value 
and  volume  of  trade  were  increasing;  at  one 
and  the  same  time  the  number  of  ports  which 
the  foreigner  was  able  to  take  his  commodity 
to  was  also  on  the  increase.  For  obvious 
reasons,  the  advance  was  not  very  rapid;  but 
that  it  was  very  satisfactory  can  be  seen  from 
the  following  table  of  the  trade  of  Shanghai 
from  1855  to  1863,  the  total  value  being  given  in 
Haikwan  Taels  : — 

Imports  Rk-Exports     Exports 

General        Opium  Total 

Year  ending  June  30,  1855 

3,507,524       9,113,454     12,620,978  24,549,062 

Half  year  ending  December  31,  1856 

6,492,299     11,529,308     18,021,607  23,427,215 

Half  year  ending  June  30,  1866 

5,189,821       5,571,000     10,760,821  20,530,337 

Year  ending  December  31,  1857 
15,863,393     14,252,514     30,115,907  33,344,435 
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Imports  Rb-Exports     Exports 

General        Opium  TotaJi 

Year  ending  December  31,  1858 
19,017,049     15,822,320     34,839,369  30,623,'759 

Year  ending  December  31,  1859 
20,635,130     15,397,350     36,032,480       2,899,558     36,670,606 

Year  ending  December  31,  1860 
26,225,588     14,857,440     41,083,028     11,752,164     31,363,880 

Year  ending  December  31,  1861 
33,702,614     12,138,232     45,840,846     21,630,724     28,238,733 

Year  ending  December  31,  1862 
46,701,584     18,604,140     65,305,724     30,365,519     47,569,966 

Year  ending  December  31,  1863 
61,704,099     20,251,406     81,955,505     35,583,654     38,485,465 

In  a  survey  of  the  situation  the  details  of 
the  trade  of  the  several  ports  opened  to  foreign 
trade  in  1862  are  certainly  instructive  and 
interesting.  In  1862  the  ports  opened  to 
trade  were  Shanghai,  Ningpo,  Foochow,  Amoy, 
Swatow,  Canton,  and  Tientsin,  and  the  following 
figures,  taken  from  the  Customs  Reports,  are 
very  interesting :  The  imports  into  Shanghai 
totalled  Tls.  46,701,684,  which,  at  the  then 
rate  of  exchange — 6/2  per  tael — amounted  to 
£14,399,655  sterling.  Besides,  there  was  opium 
to  the  value  of  Tls.  18,604,140,  or  £5,736,276 
sterling,  and  treasure  to  the  value  of  Tls. 
8,847,638,  or  £2,728,021  sterling.  The  total 
of  the  imports  in  sterling  was  £22,863,953; 
the  total  of  the  export  trade  was  to  the 
value  of  Tls.  47,569,965,  or  £14,667,406  sterling. 
The  re-exports  totalled  Tls.  30,365,518,  or 
£9,362,701  sterling;  and  the  export  of  treasure 
was  to  the  value  of  Tls.  6,173,588,  or  £1,903,522 
sterling.  Silk  was  exported  to  the  extent  of 
84,993  piculs,  and  tea  to  the  total  of 
59,744,408  lb.  Tientsin  had  not  improved 
very  much  as  a  foreign  treaty  port;  hence 
the  total  of  the  trade  was  composed  of  Tls. 
7,905,811  in  imports,  and  Tls.   407,491   in  exports. 
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The  trade   of    the    other   ports    was   in    dollars, 

the    exchange   at  that  time  being    4s.    T^d.    for 

the  dollar.      The  trade  of  Ningpo  was  composed 

of    $3,228,184    imports,   and    $2,023,914  exports. 

The     import     trade      of      Foochow     comprised 

$4,900,536  general  cargo,   and   $5,789,391  opium, 

or  a  total  in  sterling  of  £2,405,233.      The  exports 

were    composed    of    $1,165,456  general   produce, 

and    $17,269,021   tea,   or  a  total    in    sterling   of 

£4,147,757.      It   is  noteworthy   that  during  this 

period  Foochow  was  the  principal  tea  exporting 

centre,    the    total    export    for    the    year    being 

74,526,868    lb. — or     more     than    the     total    tea 

trade  of  all  China  put  together  to-day — of  which 

53,000,000  lb.  were  taken  direct  by  Great  Britain. 

The  trade  of  Amoy  was  composed  of  £1,272,065 

sterling  imports,  and  £736,336  exports.     Swatow 

had    a    total    of    £1,262,267    in    imports,     and 

£733,105    in     exports.^       Canton's    total    import 

trade    was    to    the    value    of    $10,580,928,     or 

£2,412,515,   and  her  exports  were  to  the    value 

of   $17,742,590,   or   £4,060,746.      Canton  exported 

31,894,031  lb.   of  tea,  and  12,100  piculs  of  silk. 

This  state  of  affairs,  which  disclosed  a  large 

balance  in  favour  of  China,  existed  at  a  period 

when    the    trade    of    China   was   at  the   parting 

of  the  ways.      Only  three  years  later  the  ratio 

between  exports  and    imports    had    so    changed 

that  out  of   the  total   trade   of  Tls.    121,898,792 

in    1865,    Tls.    61,844,158    was   in    imports    and 

Tls.    60,054,634    was    in    exports.        During    the 

succeeding    years   the   imports   always   exceeded 

the  exports  until   1872,   when   once   again  there 

was  a  change  to  the  old  conditions;  the  trade 

of  that  year  being  composed  of  Tls.  67,317,049 

in    imports,     and    Tls.    75,288,125    in    exports. 

For  the  succeeding  five  years  the  position  was 

maintained,    until    in    1876    the    imports     were 

Tls.  70,269,574,   and  the  exports  Tls.   80,850,512. 

Since    the    following  year  up  to   date  we  have 
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an  almost  unbroken  record  of   imports  exceeding 
exports  in  a  smaller  or  larger  ratio. 

From  1867  to  1886  the  progress  of  trade 
has  not  been  very  marked.  The  highest  increase 
in  the  total  value  of  imports  during 
this  period  has  been  about  Tls.  16,000,000,  the 
increase  in  exports  being  in  about  the  same 
proportion.  From  1887  onwards  the  ratio  of 
advance  has  been  larger.  During  the  period 
between  1887  and  1896  the  import  trade 
practically  doubled  itself,  from  Tls.  102,263,669 
in  the  former  year  to  Tls.  202,589,994  in  the 
latter.  On  the  other  hand,  the  exports  also 
increased,  but  only  by  half  the  percentage  of 
imports.  While  in  the  former  year  exports 
were  valued  at  Tls.  85,860,208,  in  the  latter 
the  total  was  to  the  value  of  Tls.  131,081,421. 
From  1896  to  1899  the  progress  of  exports  was 
more  marked  than  that  of  imports.  While  the 
total  of  the  increase  in  the  volume  of  each  of 
the  trades  during  this  period  was  about  Tls. 
64,000,000,  the  ratio  of  increase  in  exports  is 
nearly  double  that  of  the  increase  in  imports, 
From  1901  once  again  there  was  a  change  in 
the  venue.  The  imports  at  this  time  were  about 
Tls.  100,000,000  more  than  exports,  and  this 
difference  was  not  reduced  until  1909.  From 
1901  the  difference  in  value  between  the  two 
trades  so  widened  until  in  1905  the  situation 
was  that  the  exports  totalled  Tls.  227,888,197 
as  compared  with  the  import  total  of  Tls. 
447,100,791.  In  1909  the  difference  between 
the  exports  and  imports  was  only  Tls. 
80,000,000,  and  it  was  maintained  round  about 
that  figure  until  in  1911  the  total  trade  was 
Tls.  848,842,109— composed  of  Tls.  471,503,943 
in  imports,  and  Tls.  377,338,166  in  exports. 
This  has  practically  been  the  high  water  mark 
of  the  trade  in  China.  In  the  following  year 
the    total    volume    of    trade    was    reduced    by 
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over  Tls.  5,000,000,  although  the  imports 
increased  by  about  Tls.  2,000,000,  with  a  total 
of  Tls.   473.097,031. 

Cotton  Goods. 

The  principal  item  of  foreign  imports  is 
cotton  goods.  While  in  1867  the  import  of 
cotton  goods  was  to  the  value  of  Tls.  14,617,268 
out  of  a  total  import  trade  of  Tls.  69,329,741, 
in  1879  the  value  was  Tls.  22,599,679  out  of  a 
total  import  trade  of  Tls.  82,227,424.  In 
188/  it  increased  to  Tls.  37,047,931  out  of  a 
total  volume  of  imports  of  Tls.  102,263,669;  in 
1907  the  total  was  Tls.  118,915,923  out  of  a 
total  of  Tls.  416,401,369;  in  1912  the  value  was 
Tls.  144,088,874  out  of  a  total  of  imports  of  Tls. 
473,097,031.  In  1869  as  in  1912  the  variety  of 
cotton  goods  taken  by  China  was  almost  in  propor- 
tion to  the  value  of  the  trade.  While  the  total 
of  grey  shirtings  imported  in  1869  was  4,999,416 
pieces,  the  total  in  1912  was  only  6,764,267 
pieces.  On  the  other  hand,  while  3,106,561 
pieces  of  T-cloths  were  imported  in  1869,  the 
total  of  the  imports  in  1912  was  only  1,290,406 
pieces.  In  all  other  goods  like  white  shirtings, 
drills,  jeans,  velveteens,  velvets,  and  fabrics,  there 
has  been  a  considerable  increase  in  the  quantity 
of  the  imports.  While  in  1869  the  drills  that 
were  imported  were  classed  as  English,  Dutch 
and  American,  in  1912  there  were  English, 
American,  Indian,  Japanese,  as  well  as  other 
kinds.  The  peculiar  feature  of  the  advance 
in  the  cotton  trade  of  recent  years  has  been 
the  largely  increased  importations  of  printed 
drills,  twills,  sateens,  etc.,  and  black  cotton 
Italians.  Spanish  stripes  were  unknown  in  the 
early  years,  as  also  fancy  woven  cottons  and 
damasks.  While  the  unclassed  cotton  goods  in 
to  the  total  of  131,524    piculs,    valued    at    Tls. 
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173,085  the  unclassed  goods  in  1912  were  58,092,535 
pieces,  to  the  value  of  Tls.   4,296,301. 

Yarn  imports  including  thread  in  1869  were 
to  the  total  of  131,524  piculs,  valued  at  Tls. 
1,766,195,  and  in  1912  the  total — not  including 
thread  imports  to  the  value  of  Tls.  1,211,545 — 
was  1,398,479  piculs,  valued  at  Tls.  61,445,593. 
While  in  1869  practically  all  the  yarn  came 
from  England,  English  yarn  in  1912  was  only 
10,965  piculs,  the  value  being  Tls.  464,709. 
Indian  yarn  still  forms  the  bulk  of  the  yarn 
imports,  but  it  is  losing  its  ground.  Japanese 
yarn  has  displaced  Indian  yarn  to  a  certain 
extent,  but  it  is  losing  ground  at  a  more  rapid 
pace  than  even  Indian  yarn,  owing  to  the 
products  of  the  mills  in  Shanghai  and  other 
ports  of  China. 

The  trade  in  woollen  goods  has  been 
decreasing.  The  total  in  1869  was  to  the  value 
of  Tls.  6,572,844;  in  1886  the  value  was  Tls. 
5,639,071;  in  1912  it  was  only  Tls.   3,887,322. 

Metals. 

The  next  important  item  in  the  import 
trade  is  metals.  The  trade  in  metals  in  1869 
was  to  the  extent  of  Tls.  3,660,634,  the  principal 
goods  taken  in  that  year  being  nail  rods,  lead, 
quicksilver  and  tin  in  slabs.  In  1877  the  trade 
increased  to  Tls.  4,348,241,  although  only  the 
same  kinds  of  goods  were  being  bought.  In 
1887  the  variety  of  goods  bought  under  this 
head  increased.  For  instance,  iron  sheets  and 
plates,  bought  in  1887,  were  unknown  before. 
Brass  ware  was  imported,  and  copper  was  being 
bought  in  increased  quantities  in  bars,  rods, 
sheets,  plates  and  nails;  and  the  total  of  this 
trade  in  1887  was  Tls.  5,797,367.  By  1908 
there  was  a  big  jump  in  the  volume  of  trade, 
and   copper    was     the     item     supplying    nearly 
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a  quarter  of  the  total  value,  which  was  Tls. 
22,174,139.  The  demand  for  copper  during  these 
years  was  mainly  for  coinage  while  the  provinces 
were  vying  with' each  other  in  issuing  as  much 
of  the  copper  ten-cash  currency  as  possible. 
But  the  general  goods  were  being  taken  in 
larger  quantities,  and  new  commodities  like 
nickel  were  coming  into  vogue.  In  1912  the 
trade  dropped  to  Tls.  18,242,386,  principally 
because,  with  the  stoppage  of  the  coinage  of 
copper,  a  reduction  of  the  total  trade  was 
inevitable.  The  quantities  of  imports  of  the 
different  materials  have  increased  by  slow 
degress;  the  varities  also  increased.  Aluminium 
and  manufactures  of  aluminium,  bought  in 
1912,  were  unknown  a  few  years  before. 
Maganese  was  not  bought  even  so  late  as  1907. 
But  most  of  the  goods  that  were  bought  were 
all  of  very  poor  quality — the  refuse  of  the 
European  forges  and  manufactories. 

Sundry  Imports. 

The  total  trade  in  sundry  imports  was 
to  the  value  of  Tls.  11,711,230  in  1869,  and 
Tls.  252,863,863  in  1912.  In  1869  imports  of 
rice  totalled  Tls.  481,526;  in  1886,  Tls.  919,811, 
inl908,  Tls.  26,578,933;  in  1912,  Tls.  11,618,462. 
Cigarettes  were  unknown  in  1869,  and  not  even 
in  1887.  In  1912  they  were  imported  to  the 
total  value  of  Tls.  8,672,986.  The  imports  of 
coal  in  1869  were  126,763  tons,  valued  at  Tls. 
909,463;  in  1912  they  were  1,516,801  tons,  valued 
at  Tls.  8,152,271,  in  spite  of  the  fact  that,  while 
China  produced  no  coal  at  all  up  to  very  nearly 
1900,  she  is  now  producing  nearly  15,000,000 
tons.  The  imports  of  raw  cotton  amounted  to 
193,695  piculs,  valued  at  Tls.  2,808,213  in  1869 
as  against  110,363  piculs,  valued  at  Tls.  888,094, 
in  1886;  99,022  piculs,  valued   at  Tls.   1,744,406, 
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in  1908;  and  279,192  piculs,  valued  at  Tls. 
6,179,852,  in  1912,  in  spite  of  the  fact  that  China 
is  fast  becoming  a  cotton  producing  country. 
Aniline  dyes  were  unknown  in  the  early  years. 
In  1886  they  were  imported  to  the  value  of  Tls. 
697,988;  in  1912  the  value  was  Tls.  2,190,610, 
and  artificial  indigo  imports  totalled  Tls. 
7,342,942.  Flour  was  unknown  in  the  early  period. 
In  1886  the  value  of  the  imports  was  Tls. 
664,329;  in  1912,  Tls.  12,693,839.  Fish  and 
fishery  products  were  beginning  to  be  imported 
in  large  quantities  only  after  1880,  the  total 
for  1886  being  Tls.  1,780,866,  and  the  total 
for  1912  Tls.  10,551,192.  Leather  is  an  article 
of  import  only  in  recent  years,  and  the  growth 
has  been  very  rapid,  having  jumped  from  Tls. 
2,295,785  in  1908  to  Tls.  6,413,685  in  1912.  The 
values  of  imports  of  machinery,  which  were  of  no 
use  to  China  even  as  late  as  1890,  are  very 
instructive.  The  value  in  1908  was  Tls. 
6,528,912,  and  in  1912  the  total  imports 
were  to  the  value  of  Tls.  5,791,512. 
Except  when  materials  for  railway  construction 
came  in,  the  value  of  machinery  imported 
during  the  past  six  or  seven  years  has 
remained  almost  stationary. 

Matches  were  bought  in  1877  to  the  value 
of  Tls.  286,707;  in  1886  the  value  of  imports 
was  Tls.  804,836;  in  1908  the  value  was  Tls. 
5,158,048;  and  in  1912,  Tls.  6,985,146.  In  a 
great  agricultural  country  it  is  really  surprising 
that  condensed  milk  should  be  bought  to  any 
extent  at  all.  The  growth  of  this  trade,  which 
was  introduced  only  very  recently,  is  noticeable ; 
in  1907  the  imports  were  only  to  the  value  of 
Tls.  328,219,  and  in  1912  the  value  was  Tls. 
612,204.  Match-making  materials  are  being 
bought  very  largely  on  account  of  the  increase 
in  the  number  of  match  factories  throughout  the 
country.      The   total  of  1912  was  Tls.  1,526,143  as 
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against  Tls.  319,066  in  1907.  Foreign  medicines  are 
being  bought  very  largely.  They  were  practically 
unknown  in  about  1887,  and  in  1912  the  value 
was  Tls.  2,930,343.  Needles  appear  to  have 
been  bought  from  the  very  beginning,  the  trade 
in  1869  being  comprised  of  886,845  mille,  valued 
at  Tls.  256,319,  while  the  trade  of  1912  was 
composed  of  3,333,977  mille,  valued  at  Tls. 
720,628.  The  trade  in  kerosene  oil  is  also 
one  of  recent  growth.  In  1886  23,038,101 
gallons,  valued  at  Tls.  2,211,459,  were 
imported;  in  1912,  197,942,362  gallons, 
valued  at  Tls.  24,845,801  were  imported. 
But  this  trade  has  been  more  or  less 
erratic,  as  for  instance  the  imports  in  1887 
were  only  about  12,000,000  gallons,  almost 
half  the  total  of  1886;  and  the  total  of  1912 
was  less  than  that  of  1911,  which  was  235,898,240 
gallons.  Paper  was  not  imported  in  1870, 
nor  even  as  late  as  1887.  The  imports  during 
1912  were  valued  at  Tls.  4,303,712.  In  1887 
imports  of  soap  were  to  the  value  of  Tls.  129,744; 
in  1912  the  value  was  Tls.  2,315,970.  Sugar 
was  imported  in  1886  to  the  value  of  Tls. 
542,172;  in  1912  the  value  was  Tls.  24,085,672. 
Tea  was  not  iniported  to  any  extent,  excepting 
small  quantities  of  Japanese  tea;  The  value 
was  Tls.  25,603,  in  1870,  and  Tls.  84,662  in 
1887;  in  1912  the  imports  of  Indian,  Formosan, 
and  Java  tea  totalled  Tls.  3,957,401.  Timber 
of  all  kinds  came  into  China  to  the  value  of 
Tls.  272,150  in  1870,  Tls.  695,228  in  1886,  and 
Tls.  2,517,861  in  1912.  China  has  been  long 
a  tobacco  producing  country,  and  it  is  surprising 
that,  apart  from  cigarettes,  the  total  imports 
of  tobacco  in  1912  should  have  been  to  the 
value  of  Tls.  3,078,156.  Wines,  beers,  and 
spirits  have  been  coming  in  larger  quantities 
year  after  year ;  but  they  are  mainly  for  foreign 
consumption. 
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Opium. 

At  one  time  the  most  important  item  of  the 
import  trade,  and  one  over  which  there  has 
been  a  good  deal  of  trouble,  is  the  trade  in 
opium.  Even  as  early  as  1700  opium  was  being 
brought  in  small  quantities,  and  during  the 
earliest  periods  by  the  Portuguese.  English 
private  merchants  traded  in  opium  until  1781 
when  the  East  India  Company  took  practically 
all  the  trade  into  its  own  hands.  Up  to  1767 
the  total  importation  was  not  over  1,000  chests, 
but  the  trade  grew  so  rapidly,  on  account  of 
the  ready  consumption  of  the  drug  by  the  Chinese, 
that  the  importation  in  1790  increased  to 
4,054  chests.  During  all  this  period,  although 
there  was  a  slight  amount  of  cultivation  of 
poppy  in  the  country,  the  production  of  native 
opium  was  almost  negligible.  Time  after  time 
imperial  edicts  were  issued  to  stop  the  use  of 
this  drug,  as  well  as  the  importation  of  it. 
Even  as  early  as  1800  an  edict  was  issued 
prohibiting  the  importation  of  foreign  opium, 
as  also  the  cultivation  of  poppy.  The  trade  then 
became  contraband,  and  was  carried  on  entirely 
through  smuggling,  mainly  because  of  the 
corruptness  of  the  officials  in  Canton.  It  was 
not  purely  on  sentimental  or  moral  grounds  that 
this  trade  was  being  attacked  by  conscientious 
officials,  as  also  by  the  government  at  Peking : 
it  was  found  that  until  the  importation  of  this 
drug  increased  to  the  proportions  it  did  in  the 
early  years  of  the  19th  Century,  the  foreign 
trade  always  left  a  balance  in  favour  of  China, 
with  the  result  that  specie  had  to  be  brought 
in,  in  order  to  buy  Chinese  goods ;  but  with  the 
increase  in  the  consumption  of  foreign  opium, 
the  situation  altered  completely,  and  in  the 
third  decade  of  the  19th  Century  specie  was 
being   exported,    for   some  years  at  the  rate  of 

163 


FINANCE  IN  CHINA 

over  Tls.  10,000,000  per  year.  The  Viceroy 
of  Canton,  in  1836,  deplored  "  that  the  vile 
dirt  of  the  foreign  countries  should  be  received 
in  exchange  for  the  commodities  and  money 
of  the  Empire,"  as  also  that  the  practice  of 
smoking  opium  was  spreading  largely.  At  this 
time  also  the  nature  of  the  trade  was  changing. 
In  the  very  early  period  the  varieties  of  opium 
that  were  available  and  marketable  were  mainly 
Turkish  and  Persian,  although  India  supplied 
a  small  amount;  but  with  the  gradual  increase 
in  the  trade  of  the  East  India  Company, 
Indian  opium  became  the  chief  article  of  import, 
as  also  of  consumption,  while  the  Persian  and 
Turkish  drug  imports  were  decreasing  in  quantity. 
It  must  also  be  mentioned  that  the  Turkish 
and  Persian  opium  trade  was  conducted  mainly 
by  nationals  other  than  British,  this  trade  being 
at  its  height  during  the  days  of  the  American 
clippers.  With  the  better  organization  and 
finance  of  the  East  India  Company,  the  American 
trade  was  driven  out  for  all  practical  purposes. 
The  cultivation  of  poppy  was  being  encouraged 
by  the  East  India  Company  and,  in  some  cases, 
almost  forced  upon  the  cultivators  in  India; 
it  therefore,  became  an  easy  task  to  oust  the 
Turkish  and  Persian  drug,  although  not  as 
completely  as  the  Company  would  have  liked. 

The  position  was  complicated  by  the  fact 
that  the  Indian  purchases  from  China  were 
in  no  way  balanced  by  the  sale  of  opium  by 
India.  Although  the  East  India  Company 
had  wide  ramifications  of  trade  and  was  able  to 
do  business  by  bills,  a  good  deal  of  specie  had 
still  to  be  exported  from  China.  On  the  other 
hand,  from  the  English,  American,  Dutch, 
Portuguese,  and  other  traders  there  poured  into 
the  country  a  stream  of  silver  in  the  shape  of 
Spanish  dollars,  which  were  current  in  the 
country  for  nearly  a  century  afterwards.      But 
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there  came  a  time  when  all  the  incoming  silver 
was  not  sufficient  to  pay  for  opium;  and  the 
drain  became  very  serious.  It  is  but  natural 
that  the  Court  and  the  conscientious  officials 
should  have  wished  to  prohibit  the  trade,  but  the 
Emperor's  representatives  continued  to  sanction 
and  profit  by  it.  It  is  needless  to  go  into  the 
methods  by  which  the  Edicts  were  ignored,  and 
the  trade  carried  on.  The  trade  remained 
contraband  up  to  1838,  during  which  year  the 
total  importation  had  risen  to  20,619  chests. 
Peking  found  that,  since  it  could  not  prohibit 
the  trade,  it  would  be  better  to  legalize  the  traffic, 
in  order  to  bring  the  evil  under  better  control. 
But  the  Emperor  was  against  this  proposal,  and 
when  Viceroy  Lin  came  on  the  scene  in  1839, 
he  made  up  his  mind  to  follow  the  Imperial 
behest  to  the  letter.  He  made  the  foreigners 
surrender  all  their  opium,  which  was  said 
to  amount  to  20,291  chests,  and  it  is  recorded 
that  he  made  a  bonfire  of  it. 

The  trade  was  checked  for  a  time,  but 
after  the  so-called  Opium  War  and  the  Treaty 
of  Nanking  in  1842,  the  government  was  forced 
to  compensate  for  the  loss  of  the  burnt  opium. 
The  Taiping  Rebellion  followed,  and  the  authority 
of  the  Government  was  completely  flouted  in 
most  parts  of  the  country ;  there  was  a  carnival 
of  smuggling,  and  the  result  was  that,  while 
the  trade  was  neither  regulated  nor  legalized, 
imports  increased  from  20,619  chests  in  1838 
to  50,000  chests  in  1850,  and  83,000  chests  in 
1860.  During  1858,  however,  the  British  Treaty 
provided  for  the  appointment  of  a  Commission 
to  revise  the  Customs  Tariff,  and  opium  was 
inserted  in  it  with  a  duty  of  Tls.  30  per  picul. 
This  was  done  with  the  full  consent  of  the 
Chinese  negotiators,  who  evidently  thought  that, 
since  the  trade  had  increased  so  largely,  the 
best   that   could  be  done  was  to  tax  it  and  to 
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get  some  revenue  for  the  Government.,  By  the 
Chefoo  Agreement  of  1876  the  British  government 
accepted  in  principle  the  proposal  that  likin  or 
inland  taxation  of  the  drug  should  be  collected 
simultaneously  with  the  import  duty.  By  the 
additional  Article  signed  in  1885  the  lekin  was 
settled  at  Tls.  80,  increasing  thus  the  import  duty 
to  Tls.  110.  The  government  and  the  oflBcials  took 
the  consumption  of  opium  as  inevitable  and  at  the 
same  time  endeavoured  to  prohibit  the  entry  of  the 
foreign  drug.  As  suggested  by  the  Viceroy  of 
Canton  in  1836,  and  by  several  Viceroys  of 
later  periods,  opium  cultivation  in  the  country 
was  legalized. 

Although  poppy  had  been  cultivated  in 
China  for  nearly  twelve  centuries,  the  use  of 
it,  until  the  entry  of  foreign  opium,  was  mainly 
medicinal.  Only  when  tobacco  smoking  was 
introduced  by  the  Spanish  at  the  beginning  of 
the  17th  Century,  and  the  smoking  of  opium 
mixed  with  tobacco  by  the  Dutch  in  the  early 
part  of  the  same  century,  did  the  smoking 
of  this  drug  take  a  firm  hold.  All  the  foreign 
opium  that  entered  the  country  was  fully 
snapped  up,  and  at  several  periods  it 
was  almost  impossible  to  supply  the  demand 
for  this  commodity.  The  legalization  of  the 
cultivation  of  poppy  took  place  in  the  sixties, 
and  the  cultivators,  who  saw  large  vistas  of 
profit,  were  not  slow  to  take  advantage  of  the 
regulation.  By  1879  the  import  of  foreign 
opium  reached  the  record  total  of  83,050  piculs. 
Since  then,  in  spite  of  the  fact  that  during  the 
twenty  seven  years  that  followed  there  was  no 
anti-opium  agitation  or  steps  taken  to  restrict 
its  entry  into  China,  the  quantity  has  been 
gradually  decreasing.  The  decrease  was 
absolutely  due  to  the  increase  in  the  cultivation 
of  poppy  and  production  of  native  opium. 
According     to     the     reports    published   by    the 
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Customs  the   cultivation   of  poppy  in   1887  had 
extended   throughout  the   country. 

In  Manchuria  the  production  of  opium  in 
1887  was  8,000  piculs,  and  the  consumption  5,000 
piculs.  In  Chihli  the  production  and 
consumption  was  very  large,  the  offtake 
of  native  opium  being  ten  times  greater 
than  foreign.  In  Shantung  the  production 
was  also  large;  every  district  was  growing 
it,  chiefly  Hsuchowfu,  which  alone  produced 
from  3,500  to  5,000  piculs,  valued  at  Tls.  1,000,000; 
it  was  estimated  that  ten  piculs  of 
native  opium  were  consumed  for  every  chest  of 
foreign  opium.  Shansi  did  not  produce  much 
opium  at  the  time,  but  3,000  piculs  of  Manchurian 
opium  was  said  to  have  been  smuggled  into 
this  province  annually.  Honan  opium  was 
becoming  very  popular  in  Hankow,  being 
considered  as  good  as  Patna;  several  thousand 
piculs  were  produced  in  Honan  annually,  and 
the  opium  from  this  province  was  used  at 
Shanghai  and  Chinkiang,  as  also  at  Tientsin  and 
Chef  00.  In  Szechuan  the  production  was 
estimated  at  about  150,000  piculs,  of  which 
3,000  to  4,000  piculs  were  exported  to  Shashi, 
2,000/3,000  piculs  to  Hunan,  2,000  piculs  to 
Hankow,  and  2,000  piculs  to  Shanghai.  Yunnan, 
which  later  on  became  a  great  opium  producing 
province,  did  not  produce  much  opium  in 
1887.  In  Hupeh  poppy  was  cultivated 
extensively  and  at  Ichang  only  native  opium 
was  used.  Opium  was  produced  mainly  in 
Ichang  and  Shinan  prefectures.  In  Kiangsu 
large  quantities  were  produced  at  the  Soochow 
prefecture,  but  foreign  opium  was  used  very 
largely.  At  Kweichow  opium  was  made  from 
native  poppy  for  home  consumption  and  export 
to  South  Hunan,  Kiangsi,  and  the  two  Kwang 
provinces,  a  slight  quantity  also  being  sent 
to    Hankow;   the    total   production  was  said  to 
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be  nearly  as  much  as  that  of  Yunnan.  At  Anhui 
native  opium  was  used  largely,  and  small 
quantities  were  also  exported  to  Chefoo  and 
Hankow.  At  Chekiang  it  was  estimated  that 
the  production  was  10,000  piculs,  and  not  only 
was  the  drug  used  at  Ningpo,  but  also  at  Shanghai, 
Wenchow,  Foochow,  Tamsui,  and  South  Formosa. 
Kwangsi  and  Kansu  were  not  producing  much 
opium  at  the  time.  At  Fukien  a  small  quantity 
was  grown,  while  at  Kwangtung  opium  was  grown 
all  over  the  Ch'ao-chu  prefecture,  as  also  the 
Huich'ao  prefecture.  Since  that  time  the 
cultivation  of  the  native  opium  has  been  increasing 
very  largely,  and  even  in  Manchuria,  near  the 
Siberian  border,  opium  was  being  grown.  By 
1900  all  provinces  were  growing  poppy  and  the 
production  of  native  opium  was  enormous.  On 
account  of  the  large  growth  and  consumption  of 
native  opium  the  importation  of  foreign  opium 
decreased,  until  in  1893  it  came  down  to  68,108 
piculs,  in  1897  to  49,309  piculs,  and  in  1901  to 
49,484  piculs.  In  1905  there  was  a  slight  increase, 
which  had  no  significance  whatever,  the  total 
import  having  risen  to  51,920  piculs.  During 
the  following  year  the  Imperial  Edict  was  issued 
for  the  suppression  of  opium  smoking  in  the 
country.  As  a  result  of  the  widespread 
anti-opium  agitation  that  was  carried  on  in 
China,  England,  and  America  the  British 
Treaty  for  the  regulation  of  the  reduction  in 
the  imports  of  Indian  opium  was  signed.  It 
provided  for  the  gradual  reduction  of  the 
imports  from  India  by  10  per  cent  each  year, 
the  trade  to  be  completely  over  before  1916 — 
the  decreases  to  take  effect  and  continue  only 
when  the  Chinese  Government  was  able  to  show 
satisfactory  results  in  its  efforts  to  stop  the 
cultivation  of  the  poppy  in  the  country — it  also 
being  provided  that  the  cultivation  of  poppy 
should  cease  in  1916.      No  doubt  the  Government 

168 


THE  PROGRESS  OF  TRADE 

did  its  share  of  the  work  very  well,  and  the 
result  was  much  more  favourable  than  expected. 
The  British  government  was  also  keeping  to 
its  compact,  reducing  its  sales  to  China  by  10 
per  cent  each  year.  At  the  close  of  1910  it 
was  felt  that  the  pace  must  be  quickened,  and 
that  the  Government  should  receive  further 
consideration  from  the  British  Government.  It 
was  arranged,  by  a  Treaty  signed  in  May  1911,  that 
such  provinces  as  have  completely  stopped 
the  cultivation  of  opium  should  be  closed  to 
the  importation  of  Indian  opium,  after  the 
British  authorities  were  satisfied  about  the 
statements  made  by  the  local  officials ;  and  that 
the  tax  on  Indian  opium  should  be  increased 
from  Tls.   110  to  Tls.   350  per  picul. 

The  provinces  closed  to-day  as  a  result 
of  that  compact  are  the  three  Manchurian 
provinces,  Anhui,  Szechuan,  Fukien,  Shantung, 
Chihli,  Shansi,  Kwangsi,  Hupeh,  Chekiang, 
Honan  and  Hunan.  At  the  close  of  1911, 
however,  the  Revolution  broke  out,  and  the 
farmers,  who  had  held  all  regulations  for  the 
prohibition  of  poppy  cultivation  as  unjust,  com- 
menced cultivating  again  when  they  found  that 
the  constituted  authority  was  unable  to  enforce 
the  laws.  At  the  same  time  every  effort  was 
made  to  embarrass  the  Indian  trade,  and  since 
December  1912,  practically  the  whole  country 
had  been  closed  to  Indian  opium.  The  imports 
in  the  meanwhile  had  decreased  to  27,758  chests 
in  1911,  and  21,930  chests  in  1912.  The  opium 
holders  were  in  great  trouble,  owing  to  the 
fact  that  the  Government  could  not  enforce  its 
authority  over  the  provinces,  and  the  merchants 
could  not  obtain  any  redress.  But  by  1913, 
mainly  on  account  of  the  representations  of  the 
merchants,  who  had  at  that  time  a  stock  of 
about  31,000  chests  and  for  which  they  had  paid 
high  prices — the  prices  having  risen  ever  since 
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the  Treaty  of  May  1911 — the  Indian  Government 
stopped  selling  further  opium  to  China.  The 
supply  ceased  absolutely,  and  the  merchants  had 
only  to  dispose  of  the  stocks  in  their  hands. 
The  merchants  were  in  an  embarrassing  position, 
having  paid  increased  duty  for  most  of  the  opium 
that  they  held,  while  even  the  payment  of 
duty  did  not  help  them  to  send  the  goods  into 
the  country.  After  the  stoppage  of  the  sales  of 
opium  at  Calcutta,  however,  there  was  a  change 
in  the  position,  and  the  Chinese  dealers  bought 
very  largely.  Although  all  the  provinces  were 
closed  to  importation,  governmental  authority 
being  lax,  it  was  found  that  opium  could  be  easily 
smuggled :  and,  by  means  of  smuggling  and 
consumption  in  the  Treaty  ports,  before  January, 
1914,  practically  all  the  opium  was  sold  except 
8,000  chests.  This  quantity  is  sure  to  be 
consumed  within  a  short  period,  and  then  this 
trade  would  have  become  a  memory. 

Exports. 

It  is  easy  to  see  that  the  progress  in  the 
export  trade  has  certainly  not  been  in  the 
same  proportion  as  that  of  imports.  While  in 
1864  the  exports  totalled  Tls.  54,006,509,  in 
1885  they  totalled  Tls.  65,005,711,  in  1905  Tls. 
227,888,197,   and  in   1912  Tls.   370,520,403. 

Tea. 

At  one  time  practically  the  most  important 
article  of  trade  in  China,  tea  to-day  represents  less 
than  10  per  cent  of  the  total  volume  of  exports. 
In  about  1820  it  constituted  three-fourths  of 
the  exports;  in  1867,  three-fifths  of  the  volume 
of  all  exports.  Shipments  from  China  increased 
in  actual  volume  until  1886,  and  the  reason  why, 
even  at  that  high  figure,  it  was  only  43  per  cent 
of  the  volume  of  all  exports  was  because   a  larger 
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number  of  other  articles  was  being  exported, 
and  there  was  a  large  increase  in  the  volume 
and  value  of  the  total  trade.  Since  then  there  has 
been  a  falling  off  both  in  quantity  and  price. 
The  progress  of  this  trade  since  1867  is  best  seen 
from  the  figures.  The  exports  in  1867  totalled 
1,330,974  piculs;  in  1871,  1,679,643  piculs;  in 
1877,  1,909,088  piculs;  in  1881,  2,137,472  piculs; 
and  in  1886,  2,217,295  piculs.  The  decline 
commenced  from  this  year  until,  in  1899,  the 
total  export  was  only  1,630,795  piculs,  and 
in  1912  the  exports  totalled  1,481,700  piculs.  The 
value  of  the  exports  was  Tls.  30,282,637  in 
1870,  Tls.  32,013,184  in  1878,  Tls.  30,041,100  in 
1887,  Tls.  32,883,130  in  1908,  and  Tls.  33,777,517 
in  1912.  A  little  explanation  is  necessary  in 
order  to  understand  the  stationary  and,  to  a 
certain  extent,  the  slightly  increased  value,  in 
spite  of  the  decreasing  quantity.  As  a  matter 
of  fact,  there  has  been  a  greater  reduction  in 
value  than  even  in  quantity  because  the 
exchange  value  of  the  tael  has  been  decreasing 
from  6/5  in  1868,  5/11^  in  1878,  4/101  in  1887 
to  2/8  in  1908  and  3/Of  in  1912.  Further, 
there  has  been  also  a  re'duction  in  the  quantity 
of  the  best  kinds  of  teas  exported.  While  in 
1870  1,075,178  piculs  of  black  tea  and  227,481 
piculs  of  green  tea  were  exported,  in  1912 
685,408  piculs  of  black  tea  and  284,085  piculs 
of  green  tea  were  exported.  On  the  other  hand, 
while  the  total  brick  tea  exported  was  only 
62,895  piculs  in  1870,  in  1912  590,815  piculs 
were  exported.  The  reduction  is  significant, 
and  is  explained  by  the  fact  that  less  of  leaf 
tea  is  being  taken  by  Europe  and  America, 
while  more  of  brick  tea  is  being  taken  by  the 
inhabitants  of  Siberia,  Persia,  and  Central 
Asia.  The  decline  in  the  trade  in  this  produce 
is  due  to  competition,  both  from  India  and 
Japan.      Japan's  export  of  tea,   only  as  recently 
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as  1890,  was  to  the  value  of  Yen  6,000,000;  in 
1903  it  rose  to  Yen  13,250,000;  and  in  1911  the 
value  was  Yen  14,379,260.  The  exports 
from  Japan  almost  exclusively  consisted  of 
green  teas.  Green  tea  is  principally  consumed 
in  the  United  States,  and  Japan  has  become  a 
serious  competitor  to  China  in  this  market; 
consequently  although  there  has  been  a  slight 
increase  during  a  long  period  in  China's 
exports  to  the  United  States,  the  Japanese 
exports  have,  as  I  have  shown,  multiplied 
twofold.  India  became  the  competitor  of 
China  in  the  European  markets  only  in  the 
seventies.  While  tea  had  been  grown  in  China 
from  time  immemorial,  the  first  experiments 
were  made  in  India  in  1830.  In  about  1858 
the  shipments  from  India  reached  1,000,0001b.; 
since  then  the  Indian  trade  has  advanced  by 
leaps  and  bounds.  At  the  same  time  Ceylon 
also  commenced  to  grow  t^a  on  a  large  scale. 
The  slow  progress  of  China  and  the  antiquity  of 
the  methods  still  employed  in  the  manufacture 
of  tea  made  it  impossible  for  this  country  to 
compete  with  India,  where  tea  was  grown  in 
large  plantations  and  prepared  and  fired  by 
mechanical  appliances.  The  latest  improvements 
in  agricultural  science  were  resorted  to  in  India, 
while  in  this  country  tea  shrubs  remained 
unpruned  and  uncultivated.  Being  almost 
entirely  under  foreign  management,  the  tea 
plantations  in  Ceylon  and  India  had  the  benefit 
of  the  most  modern  methods  of  trade;  there 
was  no  difficulty  of  currency  or  means 
of     transportation.  Further,      while      China 

handicapped  its  trade  by  levying  heavy  taxes, 
so  much  so  that  the  least  amount  paid  on  a 
picul  of  tea  was  Tls.  2.50,  in  India  there  was 
no  tax  at  all.  It  is  no  wonder  that  while  China 
exported  89,832  piculs  of  black  tea  and  a 
total    of   97,905    piculs   of   black,    green,    brick, 
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and  dust  teas  to  Great  Britain,  Ceylon  and 
India  were  able  to  export  260,000,000  lb.  of 
tea  in  1912. 

Silk. 

For  centuries  past  China  has  been  noted 
for  silk,  and,  as  in  the  case  of  tea,  the 
improvements  in  other  countries  were  mainly 
dictated  or  actuated  by  the  large  volume  of  the 
trade  in  silk  which  China  was  conducting 
with  other  countries.  Here  again  the 
Government  placed  as  many  obstacles  as 
possible  in  the  path  of  progress.  For 
instance,  during  the  period  when  trade 
was  conducted  exclusively  through  the  hong 
merchants  at  Canton,  vessels  which  could 
carry  1,000  tons  or  more  of  tea  were  restricted 
to  140  piculs  of  silk,  which  was  practically 
the  only  other  staple  export  of  the  country  at 
the  time.  During  the  years  1828  to  1833  the 
exports  were  only  about  4,314  piculs.  During 
the  next  five  years  they  improved  to  9,998  piculs. 
Then  there  was  a  period  of  interrupted  trade, 
and  after  falling,  during  the  year  1844,  to 
1,664  piculs,  they  improved  to  14,923  piculs  in 
1850.  By  about  1860  Japanese  silk  found  an 
outlet  to  the  outside  world  through  Shanghai 
to  the  extent  of  6,248  piculs.  In  1870  the  total 
export  of  silk  was  58,401  piculs,  to  the  value 
of  Tls.  24,016,437;  in  1878,  89,144  piculs,  to 
the  value  of  Tls.  25,126,285;  in  1887,  165,275 
piculs,  to  the  value  of  Tls.  31,690,205;  in  1908, 
247,510  piculs,  to  the  value  of  Tls.  82,914,364; 
and  in  1912,  350,403  piculs,  to  the  value  of 
Tls.  93,557,441.  It  must  be  noted  that  the 
proportion  of  increase  in  the  better  quality  of 
silk  has  not  been  the  same  as  the  proportion  of 
that  in  refuse.  While  in  1870  4,880  piculs  of  refuse 
were  exported,  in  1887  59,745  piculs,  in  1908 
83,789  piculs,   and  in  1912  103,635  piculs  were 
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sent  out  of  the  country.  There  has  also  been 
no  increase  in  the  export  of  manufactured 
goods,  and  cocoon  export  has  also  been  more 
or  less  stationary.  During  the  twenty-five 
years  between  1887  and  1912  the  quantity  has 
more  than  doubled,  while  the  value  has  trebled. 
This  is  due  to  the  play  '^f  exchange  which  has 
fallen  from  4/10|  per  tael  to  3/Of.  It  is 
instructive  to  refer  to  the  progress  made  in 
Japan.  As  late  as  1890  the  total  value  of 
the  silk  and  silk  goods  exported  was  Yen 
19,766,676;  in  1903  the  value  was  Yen  112,869,665; 
and  in  1912  it  was  Yen  198,323,913.  The 
progress  in  France,  Italy,  and  other  countries, 
that  are  fast  becoming  silk  producing  countries, 
is  also  in  immensely  larger  proportion  than 
in  China.  In  the  former  years  China  set  the 
standard  to  the  world  for  silk,  but  in  Europe 
and  Japan  scientific  remedial  measures  were 
evolved,  as  for  instance,  for  the  disease  of  the 
silkworms;  thus  the  capacity  of  the  Japanese, 
or  French,  or  Italian  silk  worm  was  nearly  four 
to  five  times  that  of  the  Chinese.  Once  upon 
a  time  China  was  the  sole  source  of  supply  of 
silk  for  all  the  world;  even  during  the  sixties 
she  supplied  nearly  half.  To-day  Japan  is  the 
premier  silk  producing  country,  supplying  as 
much  as  a  third  of  the  silk  needs  of  the  world. 
China  comes  a  bad  second,  Italy  third,  with 
France  fourth. 

Hides  and  Skins. 

In  former  years  other  exports  than  silk 
and  tea  used  to  be  almost  negligible,  as,  for 
instance,  out  of  the  total  export  of  Tls. 
61,682,121  in  1870,  silk  and  tea  alone  took  up 
Tls.  54,299,074.  Even  as  late  as  1887  the 
value  of  the  silk  and  tea  exports  was  Tls. 
61,731,305  out  of  a  total  of  Tls.  85,860,208;  in 
1912  the  value  of  the  silk  and  tea  exports  was  Tls. 
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127,334,958  out  of  a  total  of  Tls.  370,520,403. 
Other  products  have  grown  in  importance,  and 
have  contributed  to  swell  the  volume  of  this 
trade.  For  instance,  the  trade  in  skins  and 
hides  has  wonderfully  increased.  In  1870  the 
export  of  hides  of  all  kin^s  was  to  the  value 
of  Tls.  63,  and  of  skins  of  all  kinds  to  the 
value  of  Tls.  4,674;  in  1887  the  export  of  hides 
was  to  the  value  of  Tls.  828,206,  and  skins, 
including  furs,  etc.,  to  the  value  of  Tls. 
652,172;  in  1912  undressed  hides  and  skins 
were  exported  to  the  value  of  Tls.  12,353,190, 
dressed  skins  to  the  value  of  Tls.  924,798, 
made  up  skins  to  the  value  of  Tls.  1,054,015, 
and  furs,  dressed  and  undressed,  to  the  value 
of  Tls.  884,366.  With  its  vast  extent  there  are 
untold  possibilities  for  this  trade,  but 
unfortunately,  as  in  most  other  trades,  there 
is  an  unconscionable  amount  of  adulteration; 
not  only  has  progress  been  considerably  retarded, 
but  there  is  also  a  danger  that,  unless  remedial 
methods  are  adopted,  this  trade  will  soon 
dwindle  and  give  way  to  the  pushing  traders 
in  countries  like  the  Argentine  and  other  South 
American  States. 

Cereals. 

The  business  in  cereals  has  improved 
considerably  during  recent  years,  and  although 
the  bean  trade  has  been  in  a  cloud  for  a  while, 
there  is  little  doubt  that  the  cereal  trade  is 
one  of  great  possibilities.  It  is  remarkable 
that  as  late  as  1887  the  export  of  beans  should 
have  been  worth  only  Tls.  24,959;  even  in  1908 
the  total  export  was  only  Tls.  9,085,379;  in 
1912  the  value  was  Tls.  23,374,159,  which  is,  in 
fact,  a  fall  of  over  Tls.  3,000,000  from  the  trade 
of  the  previous  year.  Bean  cake  and  bean 
oil  are  also  important  articles  of  export,  even 
though    reduced   of    late.      In    1907   bean   cake 
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exports  were  to  the  value  of  Tls.  9,148,310; 
in  1911,  Tls.  21,415,128;  and  in  1912,  Tls. 
17,642,648.  The  trade  in  other  cereals  has 
not  improved  in  the  ratio  in  which  it  might 
have  developed.  The  principal  item  of  export 
is  wheat,  the  total  value  in  1912  being 
Tls.  3,838,452.  In  the  seed  trade,  which  was 
practically  unknown  twenty  years  ago, 
considerable  progress  has  been  made,  the  value 
of  sesamum  seed  exports  having  increased 
from  Tls.  3,670,810  in  1907  to  Tls.  11,965,845 
in  1912.  Oils  now  constitute  a  very  valuable 
item  of  export.  As  late  as  1887  the  total 
value  of  all  oils,  including  bean,  ground  nut, 
wood  and  essential  oils,  was  only  Tls.  465,982; 
in  1912  bean  oil  alone  was  exported  to  the  value 
of  Tls.  3,949,829;  ground  nut  oil,  Tls.  3,552,069; 
vegetable  oils,  Tls.  6,643,497;  and  essential  oils, 
Tls.   90,421. 

Sundry  Exports. 

In  view  of  the  fact  that  the  resources  of 
China  are  practically  untapped,  it  is  no 
wonder  that  the  metal  trade  is  stagnant. 
There  is,  however,  a  great  improvement  in  the 
antimony  trade,  both  regulus  and  refined,  the 
exports  having  improved  in  value  from  Tls. 
235,992  in  1907  to  Tls.  1,084,620  in  1912.  Iron 
and  iron  ore  are  exported  principally  from  the 
Hanyang  Iron  Works  to  Japan,  which  obtains, 
under  the  contract  of  its  loan  to  the  Works, 
all  the  surplus  of  the  foundry.  In  1912,  owing 
to  the  disturbed  state  of  the  country,  the 
exports  considerably  diminished.  In  1911, 
however,  Tls.  1,498,557  worth  of  iron  and  steel 
and  Tls.  249,921  of  ore  were  exported.  There 
is  a  small  business  in  other  kinds  of  metals  like 
lead,  quicksilver,  and  zinc;  but  they  are  of 
very  little  value.  Since  the  Chinese  began 
cutting  off  the  queue,  there  has  been  a  big  trade 
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in  human  hair,  the  export  in  1912  being  Tls. 
1,288,691.  The  trade  in  mats  and  matting 
is  one  of  the  oldest  in  China,  and  the  export 
in  1912  was  Tls.  3,670,375.  The  trade  in 
medicines  is  also  very  old,  and  it  is  mainly 
intended  for  compatriots  in  other  parts  of 
the  world;  the  value  of  exports  has  remained 
stationary  round  about  Tls.  3,000,000  for  the 
past  eight  or  nine  years.  At  one  time  Chinese 
nankeens  were  sought  after  by  European 
countries.  Even  in  1912  there  was  a  small 
demand  for  them,  the  value  of  the  exports 
being  Tls.  2,328,099.  Paper  was  exported  in 
1912  to  the  value  of  Tls.  3,250,359,  mainly  for 
the  use  of  Chinese  in  other  parts  of  the  world. 
During  recent  years  there  has  been  a  heavy 
trade  in  living  animals,  including  cattle,  goats, 
horses,  pigs,  poultry,  sheep,  etc.  The  trade 
of  1912  was  to  the  total  value  of  Tls.  6,247,185. 
China  is  essentially  a  cotton  producing  country, 
although  it  also  imports  cotton  to  a  small 
extent.  The  exports  in  1869  were  to  the 
value  of  Tls.  1,039,067;  but  they  have  since  been 
very  erratic.  For  instance,  while  raw  cotton 
was  exported  to  the  value  of  Tls.  16,959,737  in 
1907,  the  value  in  1908  was  only  Tls.  10,345,205; 
also  while  the  exports  were  valued  at  Tls. 
21,404,115  in  1911,  the  value  was  Tls.  17,021,093 
in  1912.  While  the  quantity  exported  in 
1907  was  988,055  piculs,  in  1908  it  was 
613,509  piculs,  in  1911  877,744  piculs,  and  in 
1912  805,711  piculs.  The  value  and  quantity 
are,  of  course,  affected  by  the  nature  of  the 
crop,  the  demand  from  the  local  mills  and  the 
price  of  cotton  in  America.  Recently,  however, 
the  tendency  is  for  most  of  the  raw  products  to 
be  taken  up  by  the  mills  in  China,  so  much 
so  that  in  the  year  1913  the  value 
and  quantity  of  exports  were  less  than 
even    those    of  '  1912.        The    trade    in    eggs    is 
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increasing,  mainly  for  export  to  America. 
The  feather  trade  is  erratic.  The  trade  in 
fibres,  abutilon,  hemp,  jute,  and  ramie  is 
showing  a  steady  progress.  The  exports  of 
fire  works  and  fire  crackers,  mainly  for  America 
to  celebrate  the  fourth  of  July  and  for  the  use 
of  the  Chinese  in  other  parts  of  the  world 
to  celebrate  the  Chinese  New  Year  and  other 
festivals,  remain  more  or  less  stationary.  The 
trade  in  preserved  fruits  is  also  for  the  benefit 
of  the  Chinese  in  other  parts  of  the  world, 
and  there  has  been  no  special  improvement 
during        several       years.  A       remarkable 

development  is  the  improvement  in  the  flour 
exports.  Imports,  especially  from  the  mills 
of  Seattle  and  the  Western  part  of  the  United 
States,  were  to  the  value  of  Tls.  10,551,192  in 
1912.  There  was  practically  no  export  in  1905; 
in  1908  the  value  of  the  exports  was  Tls. 
1,341,710,  and  in  1912,  Tls.  3,261,968.  The 
trade  in  strawbraids  is  being  killed  by  Japanese 
competition.  It  reached  its  high  water  mark 
in  1911,  when  the  value  reached  Tls.  10,293,446 
for  120,758^  piculs;  but  in  the  following  year, 
although  the  exports  increased  to  127,143  piculs, 
the  value  was  only  Tls.  7,643,559.  China  has 
been  importing  sugar  in  large  quantities, 
especially  during  recent  years.  But  in  the 
olden  times  she  used  to  export  sugar  and  import 
very  little,  as,  for  instance,  while  the  exports 
of  sugar  in  1870  were  to  the  value  of  Tls. 
1,129,456,  the  imports  were  only  worth  Tls. 
816,955.  The  exports  have  improved,  while 
the  imports  have  multiplied  several  fold.  In 
1887  sugar  exports  were  to  the  value  of  Tls. 
1,999,583;  in  1908,  Tls.  1,553,728;  and  in  1912, 
Tls.  1,552,808.  Just  as  in  hides  and  skins, 
there  is  a  great  possibility  for  exports  of  wool 
in  China.  In  1877  the  value  of  exports  was 
only  Tls.  38,939;   in   1887,   Tls.  460,093;  in  1908, 
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Tls.  4,500,188;  and  in  1912,  Tls.  6,862,888. 
The  trade  in  tallows,  especially  vegetable  tallow, 
is  also  showing  a  satisfactory  increase. 

Treasure. 

Movement  of  treasure  is  very  slight,  in 
spite  of  the  fact  that  the  trade  is  not  evenly 
balanced.  In  former  times  the  movement  of 
treasure  used  to  be  vast.  For  instance,  in 
1859,  the  import  of  treasure  into  Shanghai  alone 
was  to  the  value  of  Tls.  10,483,550,  while  the 
export  was  Tls.  4,246,067 — the  total  trade  during 
that  year  being  Tls.  20,635,133  in  imports,  and 
Tls.  36,660,606  in  exports.  In  1860  again  the 
imports  of  treasure  into  Shanghai  were  to  the 
value  of  Tls.  6,409,210,  and  the  exports 
Tls.  1,315,088.  The  import  of  treasure  into 
Shanghai  in  1863  was  Tls.  11,556,600  and  the 
export  Tls.  17,176,631.  With  the  progress  of 
time  however,  there  was  very  little  movement  of 
money  for  the  great  volume  of  trade.  For 
instance,  in  1908,  the  total  import  of  treasure, 
gold  and  silver,  was  Tls.  4,062,863  from  Europe, 
Tls.  2,727,477  from  America,  and  a  total  of 
Tls.  21,622,933.  The  exports,  on  the  other  hand, 
were  to  the  total  of  Tls.  13,207,712  to  Europe, 
Tls.  64,111  to  America,  and  a  total  of  Tls. 
45,415,528  to  all  countries,  of  which  Tls. 
26,801,629  was  to  Hongkong  and  Maccao.  In 
1912,  the  import  of  treasure  was  Tls. 
54,398,120,  of  which  Tls.  23,077,811  was  from 
Hongkong;  and  exports  were  to  the  value  of 
Tls.  27,695,668,  of  which  Tls.  15,706,530  was 
to  Hongkong.  The  explanation  of  this,  which 
is  intimately  connected  with  the  balance  of 
trade,  I  will  discuss  in  the  following  chapter. 

Port  Trade. 

Although,  as  a  rule,  it  is  understood  that 
the   ports   in    a  certain   province    cater   for  the 
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trade  of  that  province,  it  is  not  easy,  under 
present  circumstances,  to  designate  what  portion 
of  the  trade  of  a  province  is  served  by  each  port. 
It  so  happens  that  a  port  like  Shanghai,  which 
is  in  Kiangsu  province,  serves  a  good  deal  more  of 
the  trade  of  ChSkiang  than  Hangchow  or  Ningpo 
which  are  in  that  province.  In  any  case, 
the  progress  of  the  treaty  ports  is  a  very 
important  subject  and  one  which  is  well  worth 
study.  Of  course,  the  progress  of  the  trade 
has  been  more  or  less  influenced  by  a  number 
of  circumstances,  to  go  into  which  will  take 
up  too  much  of  my  space.  But  I  will  just 
mention  the  advance  made  by  the  important 
ports,  whatever  may  be  the  causes  that  brought 
about  the  advance.  Shanghai  comes  first,  as 
a  matter  of  course,  being  the  emporium  of  trade 
for  the  larger  part  of  China.  Following  is  a 
statement  of  the  progress  made  by  the  principal 
ports : — 

Tls. 

Shanghai  1867  38,093,101 

1870  39,440,792 

1876  59,182,062 

1887  52,231,815 

1906  168,736,329 

1910  172,923,114 

1913  207,222,249 


Tls. 

Hankow  1867  30,537,026 

1870  33,776,249 

1876  33,580,934 

1887  33,888,944 

1906  97,142,877 

1910  135,299,167 

1913  154,029,939 
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Tls. 

Canton  1867  24,296,136 

1870  23,601,952 

1876  25,739,690 

1887  37,334,157 

1906  94,108,676 

1910  113,766,687 

1913  112,285,888 


Tls. 

Foochow  1867  23,457,792 

1870  14,090,637 

1876  15,871,907 

1887  14,486,569 

1906  16,790,480 

1910  18,419,812 

1913  23,206,413 


Tls. 

Tientsin  1867  14,720,294 

1870  16,920,991 

1876  18,741,493 

1887  28,582,606 

1906  112,864,555 

1910  98,090,355 

1913  113,458,274 


Tls. 

Ningpo  1867  12,563,541 

1870  14,614,033 

1876  12,404,421 

1887  10,965,532 

1906  19,142,434 

1910  23,591,065 

1913  25,814,001 
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Tls. 

Swatow  1867  11,826,941 

1870  9,424,353 

1876  18,241,968 

1887  22,321,913 

1906  43,198,688 

1910  52,422,111 

1913  51,351,756 


Tls. 

Amoy  1867  10,058,401 

1870  7,687,336 

1876  9,065,201 

1887  12,163,602 

1906  17,368,562 

1910  22,543,853 

1913  20,068,932 


Tls. 

Kiukiang  1867     7,860,609 

1870       9,426,686 

1876  12,950,558 

1887  10,368,885 

1906  22,731,011 

1910  33,973,001 

1913  32,351,405 


Tls. 

Chefoo  1867  6,265,373 

1870  8,002,432 

1876  6,432,272 

1887  12,579,788 

1906  34,740,267 

1910  30,195,783 

1913  31,641,224 
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Tls. 

Chinkiang  1867  5,806,802 

1870  9,270,627 

1876  10,992,235 

1887  14,386,586 

1906  35,825,857 

1910  25,801.434 

1913  24,547,946 


Tls. 

Newchwang  1867     5,444,230 

1870     5,178,152 

1876     6,949,125 

1887     10,356,673 

1906     4^4,482,001 

1910     53,012,200 

1913     50,064,454 

The  treaty  ports  opened  to  foreign  trade 
in  1913  were :  Aigun,  Sansing,  Manchouli, 
Harbin,  Suifenho,  Hunchun,  Lungchingtsun, 
Antung,  Tatungkow,  Tairen,  Chinwangtao, 
Kiachow,  Chungking,  Shasi,  Ichang,  Changsha, 
iYochow,  Wuhu,  Nanking,  Soochow,  Hangchow, 
Wenchow,  Santuao,  Kowloon,  Lappa,  Kongmoon, 
Samshui,  Nanning,  Wuchow,  Kiungchow, 
Pakhoi,  Lungchow,  Mentsz,  Szemao,  and 
Tengyneh — ^besides  the  ports  referred   to  above. 

Share  Taken  by  Different  Nations. 

Although  statistics  are  available  with 
regard  to  the  total  trade  of  the  different  countries 
with  China,  they  are  not  as  a  rule  very  reliable. 
For  instance,  the  trade  with  Hongkong  would 
naturally  go  under  the  heading  of  British  trade, 
but  the  imports  come  from  practically  all 
countries  and  the   exports  go   also   to  practically 
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every  country.  We  have  also  ports  like 
Antwerp,  where  the  commodities  of  almost  all 
countries  come  in,  and  the  trade  is  being  given 
as  Belgian  trade,  which  it  really  is  not.  Even 
with  regard  to  imports  it  is  not  always 
easy  to  get  at  the  right  country  of  origin.  For 
instance,  it  is  known,  in  the  case  of  some  cotton 
piece  goods,  that  they  are  sent  from  Germany 
to  Manchester  to  be  finished,  and  the  goods 
come  to  China  as  British  goods.  In  the  same 
way,  cameras  are  made  in  England  and  are 
sent  to  Germany  for  the  finishing  of  the  lenses, 
and  such  goods  are  mentioned  in  the  statistics 
as  German  goods.  It  is  thus  very  difficult  to 
find  exactly  the  quantity  of  goods  coming  from 
one  country  or  going  to  a  country.  But  in  the 
case  of  imports  from  countries  like  Australia, 
Siberia,  or  Siam,  it  may  be  taken  for  granted 
that  the  total  is  very  nearly  correct.  In  the 
early  period  of  foreign  trade,  practically  all  the 
trade  of  China  was  with  Great  Britain  or  British 
territories.  Out  of  a  total  of  exports  and  imports 
to  the  value  of  Tls.  125,262,243  in  1865,  Great 
Britain,  Hongkong,  and  India  together  contributed 
a  total  of  Tls.  103,822,287.  Next  in  the  list  was 
the  United  States,  which  had  a  total  volume 
of  trade  of  Tls.  6,347,418.  All  the  other 
countries  together  did  about  Tls.  15,000,000 
worth  of  commerce  with  China.  The  position 
remained  practically  the  same  for  some  time. 
In  1871,  Great  Britain,  Hongkong,  India,  and 
Singapore  and  the  Straits  had  a  commerce 
altogether  of  Tls.  115,741,829  out  of  a  total  trade 
of  Tls.  136,956,238,  not  counting,  of  course, 
the  trade  of  British  territories  like  Australia, 
New  Zealand,  South  Africa  and  Canada.  With 
the  progress  of  time  new  nations  entered  in  this 
field.  For  instance,  the  trade  of  Norway, 
Sweden,  Denmark,  Germany,  Belgium,  Spain, 
Portugal,    Italy,    and   even   France    before    1904 
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was  practically  a  negligible  quantity.  Out  of  a 
total  trade  of  Tls.  674,988,988,  Germany  did  only 
Tls.  20,233,724  worth  in  1905,  and  France  Tls. 
22,683,867  worth,  while  Great  Britain  alone, 
without  Hongkong,  India,  or  any  other  British 
territory,  had  a  total  business  valued  at 
Tls.  104,536,613.  The  trade  of  Japan  has 
been  steadily  improving,  and  it  is  remarkable 
that,  while  in  1887  the  total  volume 
was  only  worth  Tls.  7,678,442,  in  1901 
the  value  was  Tls.  49,443,381,  and  in  1907,  Tls. 
96,808,886.  The  trade  of  the  United  States  up 
to  1900  has  not  been  improving  in  the  same 
proportion  as  that  of  other  nations.  In  1881  the 
United  States  bought  of  China  Tls.  10,222,335 
worth  of  goods,  and  sold  to  China  Tls.  3,300,312 
worth  of  goods.  In  1901  the  United  States  sold 
to  China  Tls.  23,529,606  worth  of  cargo,  while  she 
bought  from  her  Tls.  16,572,988  worth.  The 
same  proportion  was  maintained  until  in 
1906  the  highest  total  was  reached,  for  the 
time  being,  of  Tls.  44,436,209  of  imports  from 
the  United  States,  and  Tls.  25,671,428  of  exports 
to  the  United  States.  Since  1905  there  has 
been  a  remarkable  change  in  the  totals  of  the 
share  taken  by  each  country  in  the  trade  of  China. 
The  exports  to  India  have  been  gradually 
increasing  from  about  Tls.  493,589  in  1881 
to  Tls.  2,720,540  in  1905,  and  Tls.  7,572,703 
in  1912.  A  remarkable  expansion  is  noticeable 
especially  in  the  direct  German  trade,  which, 
at  the  close  of  1912,  was  valued  at  Tls.  35,468,771. 
Direct  trade  from  Great  Britain  has  decreased, 
the  total  being  only  Tls.  90,755,817.  France 
has  also  improved,  having  done  as  much  as 
Tls.  41,741,511  worth  in  1912.  The  Russian 
trade  has  remained  more  or  less  stagnant, 
as  also  that  of  Italy  and  most  other  European 
countries.  The  trade  of  Japan,  however,  has 
rapidly   increased,    and   the   total   in    1912   was 
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Tls.  146,278,656.  The  trade  of  the  Uhited 
States  has  been  becoming  more  evenly  balanced 
during  all  the  period,  until,  in  1912,  exports 
and  imports  were  practically  equal,  and 
aggregated  Tls.  71,247,573.  Dealing  with 
British  trade,  one  cannot  lose  sight  of  the 
volume  of  trade  of  Hongkong,  although 
Horfgkong  is  an  emporium  through  which 
practically  the  trade  of  all  nations  passes. 
There  is  little  doubt  that  the  great  majority  of 
the  goods  that  come  into  Hongkong  are  British 
goods,  while  at  the  same  time  a  fair  portion 
of  the  exports,  although  not  in  the  same 
proportion  as  imports,  go  to  Great  Britain. 
The  total  volume  of  trade  of  Hongkong,  with 
slight  fluctuations,  has  improved,  and  in  1912  it 
aggregated  Tls.   251,185,528.* 

Customs  Revenue. 

A  survey  of  the  trade  of  China  would 
be  incomplete  without  a  reference  to  the  Customs 
revenue.  The  revenue  has  increased  from 
Tls.  8,785,336  in  1867  to  Tls.  12,067,078  in 
1877,  Tls.  20,541,399  in  1887,  Tls.  33,861,346  in 
1907,  Tls.  39,950,612  in  1912,  and  Tls.  43,969,583 
in  1913.  It  is  noteworthy  that,  even  as  late 
as  1890,  the  export  duties  were  always  in  excess 
of  the  import  duties.  For  instance,  in  1867, 
while  the  import  duties  were  Tls.  3,157,445,  the 
export  duties  were  Tls.  4,879,045.  In  1880 
the  export  duties  were  almost  double,  being  as 
much  as  Tls.  8,268,682  as  compared  with  the 
total  import  duties  of  Tls.  4,617,773.  By 
about  1900  the  venue  was  changed,  and  since 
that  period  the  import  duties  have   always  been 

*  The  Tael  referred  to  throughout  this  Chapter  is  the  Haikwan  Tael. 
Full  statistics  with  regard  to  the  total  trade  and  the  trade  in  some  of  the 
principal  commodities,  during  the  past  fifty  years,  besides  other 
information  in  connexion  with  commerce  and  shipping,  will  be  found 
in  Appendix   B. 
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in  excess  of  the  export  duties.  In  1903  the 
duties  on  imports  totalled  Tls.  11,493,021  as 
against  Tls.  9,589,815  of  export  duties.  In 
1913  the  total  of  import  duties  was  Tls. 
19,938,860  as  against  the  export  duties 
totalling  Tls.  13,948,315.  The  increase  in 
shipping  has  led  to  the  rise  of  the  tonnage 
dues  from  Tls.  203,653  in  1867  to  Tls.  316,443 
in  1887,  and  Tls.  1,371,614  in  1912.  The 
coast  trade  duties  have  also  been  improving, 
but  not  in  the  same  proportion  as  tonnage 
dues.  The  coast  trade  duties  in  1867  were 
Tls.  478,301,  in  1887  Tls.  935,772,  and  in 
1912  Tls.  2,334,927.  Opium  likin  was  first 
instituted  in  1885,  and  has  since  been  an 
important  source  of  revenue  until  in  recent 
years  when  the  import  has  been  gradually- 
reduced  ;  and  in  1914  there  would  be  practically  no 
import  at  all.  In  1887  the  opium  likin  was 
to  the  total  of  Tls.  4,645,842,  but  as  the  import 
of  foreign  opium  has  been  gradually  reducing, 
even  before  the  campaign  against  opium  was 
started — on  account  of  the  large  increase  in  the 
production  of  native  opium — revenue  from  this 
source  has  been  reducing  year  after  year 
until  in  1908  it  was  only  Tls.  3,871,422,  and 
in  1910  Tls.  2,839,023.  In  1912,  however, 
there  has  been  a  slight  spurt,  but  this  is  due 
to  the  fact  that  the  stocks  that  were  kept  in 
India  were  brought  in  a  hurry  so  as  to 
avoid  complications,  and  the  revenue  that 
year  was  Tls.  4,424,117. 

Especially  during  the  past  three  years, 
the  revenue  of  the  Customs  has  been 
increasing  by  leaps  and  bounds,  with 
the  result  that  between  1911  and  1913 
the  increase  has  been  over  Tls.  7,000,000. 
This  is  explained  by  the  fact  that 
the  purely  home  trade  of  China  has  been 
recently     increasing    in   larger    proportion   than 

187 


FINANCE  IN  CHINA 

the  foreign  trade.  For  instance,  out  of  the 
total  revenue  of  1907,  which  was  Tls. 
33,861,346,  Tls.  28,147,405  was  out  of  foreign 
trade  and  Tls.  5,713,941  out  of  home  trade. 
In  1912,  on  the  other  hand,  the  revenue  from 
foreign  trade  was  Tls.  32,332,086,  and  that 
from  home  trade  Tls.  7,618,526,  out  of  a 
total  of  Tls.  39,950,612.  It  is  again  noteworthy 
that  while  the  total  foreign  trade  of  1912  was 
Tls.  5,000,000  less  than  that  of  1911,  the 
revenue  increased  by  over  Tls.  3,700,000.  This 
is  explained  by  the  duties  being  charged 
for  goods  carried  from  port  to  port,  whether 
they  are  goods  brought  in  directly  from  foreign 
countries,  or  foreign  goods  taken  from  one  port 
to  the  other. 

Shipping. 

The  progress  of  shipping,  ever  since  the 
organization  of  the  Maritime  Customs,  has 
been  even  more  rapid  than  that  of  the  volume 
of  foreign  trade.  While  in  1867  14,704  vessels 
of  a  total  tonnage  of  6,396,815  entered  and 
cleared  Chinese  ports,  in  1887  28,381  vessels, 
aggregating  22,199,661  tons,  entered  and  cleared 
— the  figures  for  1907  and  1912  being  respectively 
217,932  vessels  of  a  total  tonnage  of  80,109,424, 
and  169,935  vessels  of  a  total  tonnage  of 
86,206,497.  At  oiie  time  American  shipping 
was  nearly  a  third  of  the  total,  being  as  much 
as  1,957,687  tons  in  1886.  It  has  been  gradually 
reducing  until  in  1887  it  was  only  66,539  tons. 
Since  1900,  however,  there  has  been  an 
improvement  —  the  largest  American  tonnage 
being  in  1906.  During  1906  582  vessels  of 
1,351,200  tons  entered  and  cleared,  but  since 
then  there  has  been  a  decline,  the  figures  for 
1912  being  1,622  vessels  of  715,000  tons.  British 
tonnage   has,  of  course,   been   always  the   first. 
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In  1867  it  was  3,711,080;  in  1887  it  improved 
to  14,171,810  tons,  in  1907  to  33,316,618  tons, 
and  in  1912,  to  38,106,732  tons.  Japanese 
tonnage  was  insignificant  even  as  late  as  1887. 
Since  1900  there  has  been  a  very  rapid 
improvement,  the  tonnage  increasing  from 
7,965,358  in  1903  to  18,055,138  in  1908.  Since 
then  it  has  been  more  or  less  stagnant,  the 
the  total  for  1912  being  only  19,913,385  tons. 
German  shipping  is  only  of  very  recent  growth, 
and  it  is  not  surprising  that  in  1884  the 
tonnage  should  have  been  only  939,765  tons. 
The  progress,  however,  has  been  very  rapid. 
The  highest  total  of  8,187,871  tons  was  reached 
in  1905,  after  which  the  total  has  remained  more 
or  less  stationary,  the  tonnage  for  1912  being 
6,171,684.  French  shipping  has,  even  up  to 
1890,  been  very  insignificant.  About  1900 
efforts  were  made  to  advance  it  and  by  1908 
the  total  reached  5,071,689  tons.  Since  then, 
however,  there  has  been  a  very  rapid  decline, 
the  tonnage  of  1912  being  only  1,634,488  tons. 
Vessels  of  foreign  type  owned  by  the  Chinese 
and  sailing  under  the  Chinese  flag,  not  including 
Chinese  junks,  of  course,  were  unknown  in 
1870.  In  1873,  mainly  on  account  of  the 
organization  of  the  China  Merchants  Company, 
the  tonnage  was  176,717.  Since  then  the 
improvement  was  very  rapid  until  in  1883 
the  total  was  4,858,772.  There  was  a  slight 
decline  for  a  while,  mostly  connected  with  the 
fortunes  of  the  China  Merchants  Company. 
By  1912  the  tonnage  increased  to  12,873,098. 
Chinese  junks  in  1912  were  not  an  insignificant 
factor,  the  total  tonnage  of  these  being  4,404,309. 
The  Norwegian  steamers  are  mainly  engaged 
in  the  tramp  trade,  and  in  1912  they  aggregated 
1,121,785  tons.  Recently  there  has  been  established 
a  line  of  steamers  from  Trieste,  and  hence  the 
Austrian   tonnage,    which,    in    1903,     was    only 
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99,616,  has  improved  to  255,713  in  1912.  The 
Danish,  Dutch,  and  Russian  shipping  are 
almost  insignificant,  although,  however,  the 
Dutch  and  the  Russians  have  each  one  schedule 
of  steamers  operating  on  the  China  coast. 
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THE  BALANCE  OF  TRADE 

It  is  notorious  that  year  after  year  the 
balance  of  trade,  as  gauged,  by  the  statistics 
of  visible  imports  and  exports  published  by 
the  Customs,  has  invariably  been  unfavourable 
to  China.  The  significance  of  the  foreign  trade 
of  a  country  is  only  properly  understood  when 
the  methods,  by  which  the  balance  of  the  credit 
and  debit,  both  in  commerce  and  other  respects, 
between  that  country  and  the  outer  world  is 
struck,  are  known  more  or  less  correctly. 
Judged  by  the  figures  published  by  the  Customs, 
China  has  always  bought  more  than  she  sold, 
almost  every  year.  Between  1864  and  1913, 
with  the  exception  of  1864,  1872,  1873,  1874, 
1875,  and  1876,  the  difference  between  the  values 
of  the  imports  and  exports  has  been  against 
China;  but  the  adverse  balances  up  to  1886 
rarely  exceeded  Tls.  20,000,000,  the  difference 
usually  being  in  the  neighbourhood  of  Tls. 
2/3,000,000.  Since  then,  however,  the  differences 
have  gradually  widened  until  in  1905  the  excess 
of  imports  over  exports  was  Tls.  220,000,000, 
and  in  1913  Tls.    167,000,000. 

There  is  no  credit  in  foreign  trade. 
In  the  same  way  that  an  individual's  or  a 
merchant's  assets  and  liabilities  must  be  equal, 
if  he  is  to  remain  solvent,  a  nation's  liabilities 
must  certainly  be  covered  by  its  assets.  There 
is  no  longstanding  credit  in  foreign  trade, 
as  there  is  between  governments  or  between 
one  government  and  the  bondholders  of  other 
nations.         The       liquidation      of     government 
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borrowings  might  last  as  long  as  fifty  years, 
but  the  liquidation  of  trade  debts,  either  between 
individuals  or  between  nations,  must  take 
place  within  the  shortest  period  possible.  The 
produce  bought  by  the  foreigner  in  China  has 
to  be  paid  for  before  he  takes  delivery 
of  the  cargo.  In  the  same  manner,  the 
commodities  bought  by  the  Chinese  have  to 
be  paid  for  on  or  before  delivery.  If  the 
stipulated  payments  are  not  made,  the 
transactions  are  no  longer  complete,  and  there 
will  be  no  possibility  of  business.  As  the 
statistics  of  the  Customs  show  each  year  that 
goods  to  a  certain  value  have  been  bought 
and  goods  to  a  certain  value  have  been  sold, 
it  may  be  taken  for  granted  that  all  the 
necessary  steps  to  complete  the  transactions 
have  been  taken.  I  have  stated  that,  up  to  the 
year  1895,  although  the  balance  was  certainly 
adverse  to  China,  the  total  was  comparatively 
small;  but  since  1905  there  has  been  an  orgy 
of  import  trade,  while  the  exports,  although, 
increasing,  have  in  no  way  kept  pace 
with  the  imports.  The  liabilities  on  commerce 
alone  during  the  years  from  1895  to 
1913,  both  years  inclusive,  amount  to 
to  Tls.  2,447,000,000,  the  adverse  balance 
only  during  1900  and  1912  amounting 
to  Tls.  1,670,000,000.  This  amount  does 
certainly  not  stand  as  a  debt  to  foreign  traders 
to-day.  That  this  amount  has  been  made 
good  is  evident.  The  object  of  the  present 
inquiry  is  to  find  out  the  means  by  which  this 
has  been  effected.  For  this  purpose  it  is 
necessary  to  make  an  estimate  of  China's 
national  and  commercial  assets  and  liabilities, 
and,  considering  the  many  intricate  problems 
involved  and  the  insufficiency  of  reliable  data, 
the  figures  can  only  be  approximate,  and  the 
conclusions  are  certainly  subject  to  revision. 
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The  trade  liabilities  of  a  nation  are 
made  up  mostly  of  foreign  goods  imported, 
which  must  be  paid  for;  and  the  principal 
means  by  which  they  are  paid  off  is  by  the 
export  of  native  goods.  There  is,  of  course, 
the  movement  of  treasure,  inward  and  outward; 
but  statistics  show  that  during  recent  times 
there  has  been  very  little  movement  of  treasure, 
and  even  to-day  the  balance  one  way  or  the 
other  is  almost  negligible  as  compared  with 
the  total  volume  of  trade.  The  increase  in  the 
volume  of  trade  has*^  been  followed  by  a  fall 
in  the  value  of  silver,  which  is,  for  all  intents 
and  purposes,  the  measure  of  value  in  this 
country.  Exchange  remained  at  about  6/8 
per  Haikwan  Tael  in  1864  and  for  a 
considerable  number  of  years  previous. 
In  1865  there  was  no  change.  In  1866 
it  fell  to  6/3,  rising  again  to  6/5  in 
1868,  6/7|  in  1869,  and  up  to  6/8  early  in  1870. 
The  year  1870  is  one  of  the  few  years  in  which 
exports  exceeded  imports.  Since  then,  except 
during  the  years  1872,  1905,  1906  and  1911  to  1913 
there  has  been  a  gradual  decline  in  exchange. 
In  1871  the  average  of  exchange  was  6/6^; 
in  1872  there  was  a  spurt,  and  the  value  was 
6/7| — especially  as  the  excess  of  exports  over 
imports  was  Tls.  8,000,000  out  of  a  total 
trade  of  Tls.  142,605,174.  In  the  succeeding 
year  exports  exceeded  imports  by  only  about  Tls. 
3,000,000,  and  there  was  a  drop  to  6/5^.  Since 
then  there  has  been  almost  a  continuous  drop. 
In  1874  it  was  6/4^;  in  1875,  6/2^;  and  in 
1876,  5/ll|.  In  1880  the  average  was  5/9'i; 
in  1890,  5/2^,  although  this  was  a  recovery 
from  4/8f  to  which  it  had  fallen  in  1888. 
From  1890  there  has  been  a  continuous  drop 
until  in  1894  exchanged  stood  at  3/2f.  In 
1895  and  1896  there  was  a  slight  improvement, 
the   highest  point  reached  being    3/4    in    1896. 
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In  1897  there  was  again  a  big  drop,  exchange 
going  down  to  2/ll|;  in  1898  again  down  to 
2/lOf.  In  1899  and  1900  there  was  an 
improvement,  the  value  reaching  in  1900  up  to 
3/lJ.  In  1903,  again,  there  was  a  further 
drop  to  2/7f,  recovering  again  to  3s.  3^d. 
in  1906.  Since  then,  both  on  account  of  local 
and  adventitious  causes,  the  rates  dropped 
until  1911;  in  1913  again  the  average  reached 
3/Oi. 

With  the  steadily  falling  value  of  silver 
the  value  of  imports  would  ipso  facto  rise 
without  even  taking  into  consideration  the 
increase  in  quantities.  In  a  similar  manner, 
this  fall  would  also  have  a  great  effect  on  the  value 
of  exports.  The  farmer  or  the  actual  holder 
of  produce  up  country  may  know  nothing 
about  fluctuations  of  exchange.  In  the  same 
manner,  the  actual  retail  dealer  or  the  consumer 
of  the  import  goods  practically  knows  little 
about  the  rise  and  fall  in  exchange.  But 
there  are  the  middlemen  who  are  experts. 
Competition  both  among  foreigners  and  Chinese 
for  business  must  also  be  reckoned  with.  The 
price  of  Chinese  produce  has  now  very  little 
to  do  with  the  cost  of  production,  which 
has  remained  practically  without  change  almost 
for  centuries  —  as  soon  as  the  cargo  reaches 
the  middlemen  in  the  ports.  The  prices  are 
regulated  by  the  realizable  value  in  the  world's 
markets.  If  there  should  be  a  good  demand 
for  beans  from  Europe,  the  orders  are  given 
to  the  local  exporting  firms,  who  offer 
a  certain  price  to  the  local  dealers. 
For  every  firm  that  wishes  to  buy  beans  there 
are  at  least  ten  dealers  competing  to  supply 
the  firm  with  beans.  As  a  result  of  heavy 
competition  the  dealers  vie  with  each  other 
in  offering  the  biggest  price  to  the  middlemen. 
The    number    of    middlemen     endeavouring     to 
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do  this  business  is  proportionately  increased, 
and  they  also  offer  larger  prices  in  order  to 
be  able  to  complete  the  business.  The  farmer 
benefits  thus  on  account  of  the  competition, 
although,  however,  the  advantage  that  he  derives 
is  not  a  fraction  of  that  of  the  middleman. 

It  is  necessary  to  bear  in  mind  that  there 
is  no  regulated  production  of  produce  in  China 
for  the  foreign  markets.  The  produce  comes 
when  the  price  is  sufficiently  attractive,  or  when 
the  demand  is  large  enough  to  lead  to  a  rise 
in  values  adequate  to  pay  the  excessive  cost 
of  transport,  duties,  and  other  levies.  Even 
in  the  case  of  tea  and  silk,  the  staple  produce 
of  China,  price  determines  to  a  large  extent 
the  supply;  and  price  is  certainly  not  fixed 
in  China. 

In  the  same  manner,  the  trade  in  imports 
is  mainly  based  on  prices.  If  prices  are 
sufficiently  attractive,  and  leave  a  large  margin 
of  profit,  the  dealer  buys.  If  prices  are 
sufficiently  low,  then  the  consumer  buys. 
But  if  either  the  consumer  or  the  outport 
dealer  thinks  that  values  are  too  high,  they 
simply  keep  away  from  the  market.  Just 
as  in  the  export  trade,  competition  determines 
to  a  large  extent  local  values  in  the  import 
trade. 

The  basis  of  both  these  trades  are : 
manufacturer's  cost,  freight,  insurance,  profits, 
etc.,  in  the  case  of  imports,  and  the  prices 
realizable  at  home  in  the  case  of  exports. 
On  such  basis,  however,  there  is  room  for 
considerable  variation.  About  twenty-five 
years  ago  the  profits  of  the  importers  were 
very  large.  With  the  large  number  of  business 
houses  trading  in  imported  goods,  it  is 
inevitable  that  profits  should  be  cut. 

If,  with  the  drop  in  exchange,  the  value 
of  imports  ipso  facto  rises,  without  taking  into 
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consideration  any  increase,  in  quantities,  the 
proportion  of  the  prices  to-day  should  be  at 
least  two  and  a  half  times  that  of  the  prices  of  1864, 
for  while  the  value  of  the  tael  in  gold  was  6/8 
in  1864,  the  value  to-day  is  about  2/8.  Leaving 
apart,  for  the  moment,  other  factors  that  regulate 
price,  one  should  be  able  to  buy  for  one  tael 
to-day  only  two-fifths  of  the  quantity  he  was 
able  to  buy  in  1864;  and  the  value  of  the 
foreign  trade  in  silver  should  be  two  and  a  half 
times  as  much  as  it  was  in  1864,  quantity  for 
quantity.  But  has  that  actually  happened? 
In  1867  4,999,416  pieces  of  grey  shirtings 
fetched  Tls.  10,212,406,  or  about  Tls.  2.05  per 
piece.  In  1912  6,764,267  pieces  of  the  same 
kind  of  goods  fetched  Tls.  22,337,174,  the  value 
of  a  piece  being  thus  slightly  over  Tls.  3. 
There  is  no  doubt  that,  with  the  advance  in 
manufacturing  methods,  the  cost  of  production, 
the  ccst  of  supervision,  and  other  incidental 
outlays  have  been  considerably  reduced.  The 
charges  on  shipping,  freight,  etc.,  have  also 
been  considerably  reduced.  Still,  however, 
the  proportion  of  the  reduction  of  the  merchant's 
profits  is  larger  than  that  of  any  of  the 
other  costs.  Or  again,  taking  an  example  from 
a  staple  export,  we  find  that  in  1867  the 
value  of  43,790  piculs  of  white  silk  was  Tls. 
19,079,543,  or  about  Tls.  415  a  picul.  In  1912, 
on  the  other  hand,  the  value  of  99,983  piculs 
of  white  silk  was  Tls.  52,752,490,  or  slightly 
over  Tls.   530  per  picul. 

The  principal  aim  of  the  foreign  importer 
is  to  obtain  the  best  gold  value  for  his  goods, 
whatever  may  be  the  value  in  silver  in  the 
country  in  which  he  sells  his  goods.  But 
what  has  actually  happened  is  that  while  in 
1867  he  obtained  on  the  average  for  one 
piece  of  grey  shirtings  13.66  shillings,  the  amount 
he   realized   in     1912     was     only     8     shillings. 
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On  the  other  hand,  the  principal  aim  of  the 
Chinese  exporter  is  to  obtain  the  best  value  in 
silver  for  his  commodities,  irrespective  of 
whatever  amount  the  foreigner  may  be  able 
to  realize  in  his  own  country.  The  fact 
that  export  values  have  not  remained  stationary 
in  the  consuming  markets  should,  however^ 
be  not  lost  sight  of.  There  is  the  competition 
of  Italy,  Japan  and  France,  which  are  gold 
countries,  to  be  met  in  silk,  India  and 
Japan,  in  tea,  and  the  South  American 
countries  and  the  United  States  in  cereals 
and  other  produce.  The  price  for  export 
produce  is  fixed  by  the  amount  offered  in  the 
buying  markets  and  the  competition  among  sellers. 
But  the  Chinese  exporter  has  been  on  the 
average  obtaining  25  to  30  per  cent  more  for 
his  produce  to-day  than  he  did  in  1867. 

How  has  this  change  in  values  been  brought 
about?  It  is  generally  stated  that  the  fall 
in  import  values  or  the  rise  in  export 
values  is  mainly  due  to  the  drop  in  exchange; 
but  it  is  necessary  to  inquire  into  the  processes 
by  which  the  drop  in  exchange  has  led  to 
this  result;  also  whether  such  a  result  is 
beneficial  or  otherwise  to  the  country.  There 
is  no  fundamental  difference  between  trade 
among  individuals  and  trade  among  nations. 
If  A  has  50  yards  of  cloth  and  B  has  20 
bushels  of  wheats,  and  A  is  anxious  to  buy  B's 
wheat  and  B  is  willing  to  buy  A's  cloth, 
the  processes  by  which  the  exchange  is 
completed  are  as  follow  :  A  makes  a  valuation 
of  his  cloth  in  a  common  denominator  called 
money,  and  B  does  likewise;  if  A's  cloth  has 
a  larger  value  than  B's  wheat,  B  pays  in 
exchange  for  the  cloth  not  only  his  wheat, 
but  also  the  balance  in  money  or  in  some 
other  commodity;  if  A's  cloth  is  valued  at 
less    than   B's   wheat,    then  A  has  to  pay  the 
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balance  in  some  manner  or  other.  In  the 
same  manner,  China  trading  with  other 
countries  buys  certain  goods  and  sells  certain 
good,s.  The  difference  in  value  between  the 
two  should  be  adjusted  according  as  the 
balance  is  in  favour  of  China  or  the  outer 
world.  In  the  early  years,  for  instance  from 
1864  to  about  1876,  if  for  two  or  three  years 
there  was  a  larger  total  of  exports,  then  for 
the  succeeding  two  or  three  years  there  was 
a  larger  total  of  imports.  From  1877,  however, 
there  was  a  larger  total  of  imports — 
although  the  difference  increased  in  alarming 
proportions  later  on.  The  position  before  China 
incurred  foreign  liabilities  and  indemnities 
was  this :  China  could  only  supply  goods 
to  a  certain  value,  and  the  foreigner  was 
neither  willing  nor  able  to  limit  altogether 
the  sale  of  his  commodities  to  the  value  of 
China's  exports.  It  thus  happened  that  the 
two  sets  of  goods  had  to  be  exchanged,  and 
the  balance  struck.  How  was  it  possible  or 
feasible  to  do  it?  It  was  no  use  asking 
China,  in  view  of  her  large  takings  year  after 
year,  to  pay  the  balance  in  specie,  or  by  any 
other  means ;  for,  then  China  might  have  stopped 
buying.  The  only  course  open  for  adjustment 
under  such  conditions  was  affecting  the  value 
by  a  variation  in  exchange.  Although  by 
the  drop  in  exchange  the  value  of  the 
import  goods  increased,  the  advantage  to 
the  Chinese  was  greater  in  that  the  silver 
value  of  the  export  goods  increased  much 
more.  The  price  demanded  for  export 
followed  exchange  almost  as  closely  as  did 
the  value  of  imports;  while  in  1867 
for  a  commodity  which  would  realize  a  £1 
a  picul  in  the  foreign  markets  about  Tls.  3 
or  Tls.  3.50  was  demanded,  the  amount  paid  for 
the    same    commodity    in    1913  was  Tls.  8 — the 
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result  being  brought  about  by  the  fall  in 
exchange.  To  the  foreign  exporter  this  did 
not  mean  much,  because  his  basis  is  essentially 
the  price  realizable  at  home.  On  the  other 
hand,  although  the  silver  value  of  the  import 
goods  has  increased,  quantity  for  quantity,  the 
importer  had  to  cut  his  profits,  or  to  bring 
down  the  value  of  goods  quantity  for  quantity, 
in  order  to  be  able  to  sell  them.  Thus  we  see 
that  the  effect  of  the  fall  in  the  exchange  value 
of  silver  has  been  to  enable  China  to  set  off 
more  easily  her  goods  against  the  value  of  the 
foreign  goods.  It  so  happened  that,  when 
year  after  year  the  consumption  of  foreign 
goods  by  China  was  increasing,  the  only  means 
by  which  the  balance  could  be  adjusted  as 
nearly  as  possible  —  with  the  other  methods 
by  which  it  was  adjusted  I  will  deal  later 
on — was  to  enable  her  to  obtain  a  better  price 
for  her  produce.  If  A  and  B  have  two 
different  commodities  and  the  values  do 
not  agree,  and  if  one  or  the  other  is  not  able  to 
pay  the  full  difference,  the  only  method 
for  regulation  is  either  to  depreciate  A's 
goods  or  appreciate  B's  goods.  In  the 
trade  of  China,  a  similar  thing  has 
happened.  By  the  fall  in  exchange  the  value 
of  the  produce  of  China  has  been  increased. 
Let  alone  that,  the  rise  in  the  value  of  import 
goods  on  account  of  the  drop  in  exchange  was 
considerably  moderated  by  the  competition 
among  foreign  dealers. 

The  mode  in  which  a  country's  exports 
or  imports  are  determined  is  the  main  theme 
of  the  problem  of  international  trade.  In  this 
country  there  are  no  protective  duties;  hence 
both  exports  and  imports  are  fettered  or 
unfettered  in  the  same  proportion.  In  order 
that  a  commodity  should  be  sent  from  one 
country    to    another,    it    must  be  advantageous 
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to  buy  the  produce  in  the  exporting  country- 
cheaper  at  least  by  the  cost  of  transport. 
International  trade  is  an  exchange  of  goods 
for  goods,  and  is  in  the  main  determined  by 
the  prices.  It  must  be  advantageous  for  the 
exporter  to  buy  silk  in  China  and  sell  it  in 
England  or  the  United  States.  In  the  same 
way  it  must  be  advantageous  for  the  importer 
to  bring  grey  shirtings  from  England  and  sell 
it  in  China.  International  trade  is  conducted 
in  most  countries  on  the  plan  of  exporting 
goods  which  are  low  in  value  within  its  own 
confines,  and  importing  things  which  are 
either  not  produced  in  the  country  itself,  or, 
if  produced,  would  be  high  in  price.  But 
there  is  this  difference  with  regard  to  the  trade 
of  China;  there  is  no  proper  standard  or 
regulation  of  the  value  of  export  trade. 
More  commodities  are  sent  out  of  a  country 
when  prices  are  favourable,  when  the  country 
is  at  peace,  when  the  merchant  needs 
money,  or  when  the  production  is  so  large 
that  it  would  be  advantageous  to  sell  to 
outsiders,  at  whatever  cost.  On  the  other 
hand,  the  goods  that  are  bought  by  China  are 
in  the  main  manufactured  goods,  which  are 
not  produced  and  are  not  producible  within 
its  own  borders,  under  present  conditions. 

The  large  increase  of  manufactures  or 
production  of  agricultural  and  other  produce  is 
determined  by  a  number  of  other  factors.  For 
instance,  it  may  be  due  to  climatic 
superiority  or  natural  fitness,  as  the 
advantage  which  the  United  States  have  with 
regard  to  wheat,  China  has  with  regard 
to  certain  kinds  of  tea  and  silk,  and 
Ceylon  with  regard  to  rubber  or  tea. 
Or  it  may  be  due  to  skill  or  aptitude  due  to 
complex  causes,  as  the  advantage  Manchester 
has  in  relation  to   cotton  goods.       It  does  not 
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always  follow  that  a  country  does  not  produce 
within  its  boundaries  any  articles  which  it 
Imports,  or  that  all  articles  which  it  exports 
are  necessarily  or  can  only  be  supplied  by 
that  country.  It  is  well  known  that  the 
United  States  exports  wheat  to  England  and 
Germany,  although  the  latter  countries  produce 
a  good  deal  of  wheat.  The  imports  come  in 
in  cases  where  it  may  be  advantageous  to  have 
a  number  of  sources  of  supply  or  to  bring 
in  a  certain  quantity  from  other  countries  at 
a  cost  which  is  equal  to  or  less  than  that 
at  which  the  commodity  can  be  produced 
in  the  country  itself.  An  example  of  that 
may  be  seen  in  the  large  importation  of  rice 
into  South  China,  or  the  recent  importation 
of  flour,  even  although  exports  of  wheat 
from  China  are  increasing  by  leaps  and 
bounds.  With  manufactured  goods,  however, 
there  is  a  certain  amount  of  difference,  as 
the  limitations  set  by  nature  to  the  increase  of 
supply,  at  more  or  less  constant  cost,  are  less 
than  in  the  case  of  agricultural  or  other 
produce. 

The  trade  between  the  outer  world  and 
China  is  conducted  on  a  basis  of  disadvantage 
to  the  latter  country.  The  countries  that  trade 
with  China  are  most  of  them  possessed  of 
larger  incomes,  and  naturally  the  gain  from 
international  trade  becomes  unequally  divided. 
Taking  as  an  example  the  trade  of  England 
with  China  :  the  English,  having  higher  incomes 
and  a  stable  currency  with  which  to  purchase 
commodities,  benefit  more  from  the  trade 
with  China  than  the  Chinese  could  possibly  do. 
England  supplies  "  China  with  most  of  her 
cotton  and  woollen  goods,  while  China  supplies 
England  with  tea  and  silk  and  other  miscellaneous 
produce.  The  quantity  of  cotton  piece  goods 
which    England    sends    to    China     depends     on 
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the  condition  of  demand  in  this  country.  In 
China,  piece  goods  sell  at  the  English  price 
plus  cost  of  transportation  and  the  profits  of 
the  merchants  in  China,  while  in  England 
silk  or  tea  is  sold  at  the  cost  in  China  plus 
cost  of  transportation,  freight,  etc.,  and 
profits  to  the  merchants  —  leaving  apart  for 
the  moment  the  elasticity  in  prices  brought 
about  by  exchange.  There  is  rarely  a 
period  in  the  trade  between  two  nations 
when  exports  and  imports  equally  balance 
each  other.  Supposing,  as  has  been  invariably 
the  case,  the  exports  of  cotton  goods  to 
China  exceed  the  import  of  Chinese  produce  into 
England ;  England  exports  more  to  China,  and, 
in  the  ordinary  course  of  events,  specie  must 
flow  to  England.  Prices  rise  there,  while 
prices  fall  in  China.  As  this  •  process  continues 
for  a  number  of  years,  the  export  of  cotton 
piece  goods  to  China  should  be  checked,  for 
silk,  tea,  and  other  goods  rise  in  value.  At 
the  same  time  the  export  of  Chinese  produce 
should  be  stimulated.  This  is  exactly  what 
has  happened.  The  value  of  the  import  goods 
has  been  gradually  falling :  the  more  the 
quantity  of  import  goods  brought  into  China, 
the  less  have  they  become  in  value,  as  the 
variation  in  the  price  in  England  has  not  been 
sufl&ciently  big  to  meet  the  situation  brought 
about  by  the  steady  increase  in  imports  into 
China.  The  only  method  by  which  a  sufficient 
fall  in  prices  could  be  brought  about  was  a 
drop  in  exchange.  Here  we  see  an  explanation 
of  the  reason  why  from  6/8  per  tael  in  1867 
we  should  have  an  exchange  of  2/8  per  tael 
to-day.  The  very  fact  of  exchange  having  fallen 
has  automatically  led  to  a  rise  in  the  value 
of  the  export  goods.  Here  again  the  greater 
responsibility  for  the  rise  in  exchange  rests 
with  the  fact  that  the  home  prices  in  sterling 
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have  not  varied  as  much    as    trade    conditions 
in  China  necessitated. 

The  imports  of  one  country  to  another 
may  be  greater  or  less  than  the  exports;  but 
it  is  not  correct  to  infer  that  the  trade  of  one 
country  is  unfavourable  or  the  other 
favourable  on  that  account  alone.  Such 
comparisons  are  meaningless.  So  far  as  the 
relation  between  one  country  and  the  other  is 
concerned,  the  proper  way  to  judge  is  to  take 
the  balance  of  transactions,  not  between  any 
one  country  and  a  single  other,  but  by  its 
balance  with  all.  The  real  advantages  from 
international  trade  and  relative  gains  of 
different  countries  are  not  easily  gauged  by 
the  preponderance  of  exports  or  imports  alone. 
'  There  are  a  number  of  other  factors  that 
also  come  into  play.  The  most  important  is  the 
lending  and  borrowing  between  countries,  both 
by  governments  and  individuals.  A  government 
never  borrows  from  another  government :  it 
only  borrows  from  persons  in  foreign  countries. 
In  the  case  of  China,  however,  the  governments 
of  the  individuals,  that  have  lent  money  to  China 
and  bought  Chinese  securities,  have  more  or 
less  guaranteed  to  enforce  payment  of  the  debt  if, 
for  some  reason  or  other,  the  Government 
of  China  should  become  bankrupt  or  would 
be  so  minded  as  to  repudiate  the  transaction. 
As  among  European  and  American  countries, 
the  majority  of  the  transactions  are  public 
borrowings  or  transactions  between  individuals. 
Corporate  companies  managed  by  a  number 
of  individuals  borrow  money  for  industrial 
or  other  purposes  from  other  corporate 
individuals  or  banks,  managed  by  a  number 
of  other  individuals.  The  lenders  are  usually 
bankers,  on  whom  the  borrower  is  entitled  to 
draw  for  the  sums  lent.  If  the  imports  and 
exports    of   a   country   are   balanced,    then    the 
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borrowings  which  take  place  for  some  reason 
or  other  would  have  to  be  paid  in  the  shape  of 
specie.  But  it  rarely  happens  that  way. 
China,  for  instance,  borrowed  £6,000,000  for 
Hukwaiig  Railway;  it  was  quite  unnecessary 
that  the  amount  should  have  been  brought  here  in 
gold  or  in  silver.  A  good  portion  of  this 
amount  would  have  to  be  paid  in  Europe  itself  for 
the  purchase  of  railway  materials.  So,  instead 
sending  specie,  the  amount  is  sent  in  the  shape  of 
railway  materials  in  part,  and  the  balance 
also  is  not  necessarily  sent  in  gold  or  silver.  The 
balance  has  to  be  spent  in  wages  for  construction, 
and  this  must  be  mostly  in  silver.  The  method 
by  which  the  payment  of  wages  is  arranged 
is  as  follows  :  The  import  merchant  sells  silver 
and  wants  a  certain  amount  of  gold  to  be 
paid  in  England,  or  Germany,  or  France. 
When  this  loan  is  arranged,  supposing, 
for  example,  there  was  no  export  at  all,  what 
the  bank  usually  would  have  to  do  is  to  keep  the 
silver  here  and  employ  it  to  pay  the  wages  of  the 
workmen  of  the  Hukwang  Railway  and  set  off 
the  gold  due  on  the  Hukwang  Loan  against 
the  payments  to  be  made  to  merchants  in 
London,  Berlin,  or  Paris.  If  it  should  happen 
that  when  the  loan  is  made  imports  are  very 
poor,  and  the  exports  heavy,  it  would  be 
necessary  to  bring  the  balance  of  the  loan 
in  silver  to  China,  because  the  total  silver 
available  from  trade  to  set  off  against  the  gold 
payments  in  Europe  would  then  be  not  suflBcient. 
But  such  a  state  has  never  come  to  pass 
in  China. 

Usually,  when  a  government  or  individual 
borrows  capital,  money  or  purchasing  power 
is  wanted.  He  may  use  that  money 
or  purchasing  power  in  his  own  country, 
in  the  lender's  country,  or  in  some 
other     part     of     the     world.       In    China,    the 
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money  has  generally  been  spent  in  the 
lender's  country,  when  it  has  been  borrowed 
for  reproductive  purposes.  But  the  majority 
of  the  indebtedness  of  the  country  is  for 
indemnities — the  amounts  owing  by  China  and 
for  which  she  has  received  no  benefit  whatsoever 
and  will  receive  none.  Up  to  1895  there  were 
no  obligations  on  the  part  of  China  worth 
mention.  Since  then  the  process  of  borrowing — 
the  greater  part  of  the  amount  being  for  paying 
indemnities — has  gone  on  almost  intermittently, 
and  since  that  time  a  new  factor  has  entered. 
China,  as  a  borrowing  nation,  has  had  to  pay 
interest  on  her  loans,  and  as  more  and  more 
loans  were  made,  the  annual  interest  charges 
swelled,  and  at  the  present  stage  the  total  of  the 
interest  on  the  loans  will  be  equal  to,  if  not 
more  than,  the  total  of  the  loans  made  by 
foreign  countries  to  China.  In  the  natural 
course  of  events  exports  and  imports  must 
adapt  themselves  to  the  change  in  the  situation. 
As  more  payments  have  to  be  made  in  interest 
and,  in  a  few  cases,  also  for  amortization 
— the  total  charge  in  1913,  including  the 
charge  on  the  Reorganization  Loan,  being  Tls. 
55,000,000 — the  principal  means  by  which  the 
additional  charge  could  be  met  is  by 
a  large  increase  in  the  export  of  local  produce. 
We  know  by  the  published  figures,  however, 
that  such  has  not  happened,  although,  as 
stated  above,  the  fall  in  exchange  has  helped 
the  country  in  the   shape  of  increased  profits. 

The  lending  countries  have  not  only  had 
an  excess  of  exports  to  China  since  1895,  but 
have  a  large  excess  even  in  1913.  But  it 
would  be  against  all  economic  laws  if  the  excess 
continues  without  modification.  Imports  in 
1896  were  54  per  cent  more  than  the  exports. 
Since  then  there  has  been  an  orgy  of  borrowing, 
so  much  so  that  in  1905  the  imports  were  nearly 
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100  per  cent  more  than  the  exports.  Since 
then  the  proportion  has  been  falling  until  in 
1912  the  imports  were  only  28  per  cent  more 
than  the  exports. 

The  process  is  usually  that,  in  the  course 
of  time,  the  lending  country  which  at  the  outset 
has  an  excess  of  exports  will  have  an  excess 
of  imports.  As  China  can  not  ship  specie 
for  all  the  amount  she  owes,  it  is  inevitable 
that  she  will  have  to  strike  the  balance  by 
sending  as  much  of  her  goods  as  possible. 
That  process   is  taking  place   unconsciously. 

Besides  loans,  there  are  other  transactions 
for  balancing  trade,  one  of  the  simplest  being 
payments  made  to  persons  living  or  travelling 
in  a  foreign  country.  For  instance,  China 
has  to  spend  a  considerable  amount  on  the 
Legations  and  Consulates  abroad,  and  has 
also  to  bear  the  charges  of  Chinese  students. 
There  are,  besides,  Chinese  who  travel  in 
other  parts  of  the  world  and  spend  certain 
sums  of  money.  These  amounts  are  the 
outgoes.  The  amount  that  they  spend  is  put 
at  their  command  in  Europe,  America,  and 
other  countries,  through  the  mechanism  of 
foreign  exchanges.  They  draw  on  bankers, 
and  their  drafts  have  the  same  value  as  that 
of  those  who  have  exported  goods  to  China. 
Here  again,  the  trade  in  merchandise  comes 
into  play  just  as  it  does  in  the  case  of  loans 
and  interest  payments.  The  sums  which 
Chinese  spend  abroad  should  be  made  good 
either  by  an  excess  of  merchandise  exported 
from  China,  or  by  amounts  due  on  borrowings 
from  abroad. 

On  the  other  hand,  the  foreign  Legations 
and  Consulates  in  China  need  considerable 
amounts  for  their  maintenance.  Besides,  there 
are  foreign  garrisons  here,  maintained  at  the 
cost   of    the    foreign   nations  for  the  protection 
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of  their  nationals  in  this  country.  There 
are  foreign  vessels,  the  victualling  of 
whose  crew  is  done  mostly  with  materials 
bought  in  China,  and  whose  officers  and 
crew  spend  a  considerable  amount  of  their 
salaries  in  the  country.  China  is  being  visited  by 
a  large  number  of  tourists,  and  the  amount  they 
spend  is  increasing  year  after  year.  Foreign 
missions,  hospitals,  and  schools  are  maintained 
mainly  with  the  amounts  subscribed  at  home  and 
spent  in  this  country.  In  comparison  with  the 
total  of  foreign  trade,  these  amounts  do  not 
amount  to  very  much  but  still  they  considerably 
more  than  counterbalance  the  amount  spent  by 
the  Chinese  Legations  and  Chinese  students  and 
travellers  abroad. 

Freight  charges  form  another  important 
item  for  balancing  international  trade.  If 
the  merchandise  between  two  countries  is  carried 
solely  in  the  ships  of  one  of  them,  this  one 
will  have,  to  that  extent,  a  balance  due  to  it. 
The  foreign  trade  of  China  as  well  as  a  large 
portion  of  inter-port  trade  is  carried  on  chiefly 
in  the  vessels  of  other  nations,  England  and 
Japan  taking  the  largest  share.  The  people 
of  China  have  naturally  to  make  remittances 
on  freight  account  —  principally  in  inter-port 
trade.  If  exports  just  balanced  imports,  they 
would  have  to  make  payment  in  specie,  but, 
of  course,  there  is  not  much  clarity  about  this 
point.  The  value  of  imports  is  taken  at 
moment  of  leaving  the  importing  vessel,  that 
is,  C.I.F.  before  adding  any  sums  payable 
either  to  official  or  commercial  China.  The 
value  of  exports  is  taken  at  moment  of  reaching 
the  vessel  that  is  taking  the  cargo  to  foreign 
countries,  that  is,  F.O.B.,  which  only  includes 
all  the  charges  paid  on  Chinese  soil.  The 
comparison  between  China  and  the  United 
States,  or  any  other  country,  will  not,   in  this 
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instance,  be  perfect.  Cargoes  arrive  and 
leave  emporiums  like  Shanghai;  a  good 
deal  of  cargo  has  been  carried  during 
recent  years  to  and  from  the  treaty  ports, 
and  goods  are  also  moving  between  treaty 
ports  like  Shanghai  and  free  ports  like 
Hongkong.  When  freight  charges  are  not 
included  in  the  value  of  the  goods,  such  charges 
have  to  be  counted  as  a  liability.  There  are, 
besides,  the  premia  of  insurance,  fire  and  marine, 
which  also  are  not  included  in  the  value  of 
goods  after  the  goods  reach  emporiums  like 
Shanghai.  All  these  amounts  are  collected 
by  foreign  companies,  because  there  is  practically 
no  fire  or  marine  insurance  company,  managed 
or  controlled  by   Chinese. 

It  is  but  natural  that  foreign  trade 
should  be  conducted  almost  exclusively  through 
foreigners.  Only  recently  there  have  been 
some  few  cases  in  which  Chinese  act  in 
partnership  with  foreigners;  but  such  instances 
are,  for  the  calculations  of  international  trade,  of 
very  little  account.  Although  during  recent 
years  profits  from  foreign  business  have  been 
brought  down  almost  to  a  vanishing  point,  there 
is  little  doubt  that  but  for  actual  or  prospective 
profits  few  would  have  cared  to  carry  on 
commerce  with  this  country.  Even  although 
there  may  be  no  profits,  the  salaries  of  foreigners 
and  the  cost  of  maintenance  of  the  firms, 
which  includes  expenses  like  salaries,  telegrams, 
insurance,  etc.,  which  all  go  into  foreign 
pockets,  are  necessary  for  business.  With 
the  establishment  of  a  larger  number  of  firms 
from  year  to  year  and  the  widening  of  the 
business,  not  only  in  the  chief  ports,  but  also 
in  the  interior — wherever  foreigners  are  allowed 
to  establish  business — expenditure  on  account 
of  foreign  traders  has  increased;  as  part  of  the 
sums   are,    however,    spent  in  China  itself,  the 
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sums  that  come  in  the  discussion  of  the  balance 
of  international  trade  are  only  such  as  are 
remitted  to  the  home  countries.  Estimates  vary- 
as  to  the  amounts  thus  remitted,  but  that  large 
sums  are  being  remitted  year  after  year  is 
an  undisputed   fact. 

The  remittances  from,  and  money  brought 
in  by,  Chinese  emigrants  form  one  of  the  assets 
of  China.  .Especially  during  the  past  forty 
years  there  has  been  a  very  large  stream  of 
emigration  from  China.  The  emigrants  are 
mostly  poor,  and,  when  arriving  at  the  foreign 
countries,  very  frugal.  The  newly  arrived 
have  always  some  relations  to  maintain  in 
China,  and  they  send  a  good  portion  of  their 
savings  to  them  and  their  friends  at  home — the 
sums  remitted  to  the  latter  being  mainly  for 
the  purpose  of  enabling  these  to  emigrate  to  the 
land  of  plenty.  A  reference  to  Messrs.  Samuel 
Montagu's  circular  week  after  week  shows 
that  on  the  average  a  sum  of  about  £25,000  to 
£50,000,  is  remitted  every  week  from  San 
Francisco  alone  to  Hongkong.  There  is  a  large 
body  of  Chinese  in  the  Straits,  Malaya,  Java, 
and  in  practically  every  part  of  the  world,  and 
a  good  number  of  such  emigrants  are  sending 
money  to  the  home  country.  It  is  estimated 
that  about  6,000,000  Chinese  are  outside  of  China, 
and  practically  all  of  them  are  more  prosperous 
than  they  would,  or  could,  be  in  their  native 
land.  In  places  like  the  Straits,  for  instance, 
the  Chinese  have  grown  very  wealthy,  and 
to-day  Chinese  practically  control  tin  mining 
in  Malaya.  In  Singapore,  Fenang,  Malacca, 
and  in  almost  every  city  in  the  Straits  Settlements, 
they  control,  for  all  intents  and  purposes,  all 
the  retail  trade  and,  in  a  few  instances,  the 
wholesale  trade  in  some  products.  Although 
many  of  them  have  almost  forgotten  China — 
especially    the    second    and    third  generation   of 
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the  emigrants — it  is  an  undisputed  fact  that, 
as  Chinese,  they  take  a  very  great  interest 
in  their  native  land.  I  may  mention,  just  as 
an  example,  that  when  the  Eevolution  in  1911 
broke  out,  Sun  Yat-sen  was  able  to  collect 
$5,000,000  in  the  Straits  Settlements  alone  for 
the  purpose  of  fighting  the  Manchus — apart 
from  large  sums  collected  in  San  Francisco 
and  other  places.  Most  of  this  amount  was 
not  given  by  the  newly  arrived  emigrants,  who 
were  generally  working  their  way  up  in  humble 
situations.  The  subscribers  were  mainly 
composed  of  the  second  and  third  generations, 
sometimes  even  more  remote,  of  Chinese,  who 
had  the  smallest  prospect  of  returning  to,  or 
settling  down  in,    China. 

After  the  Chino-Japanese  War  and  the 
almost  unexpected  weakness  shown  during  the 
Boxer  Rebellion,  the  Government  was  anxious 
to  strengthen  its  military  position.  Reform, 
both  in  the  army  and  navy,  was  mooted,  and 
considerable  sums  were  spent  in  providing 
the  country  with  munitions  of  war.  While 
the  Government  was  thus  engaged,  the  anti- 
government  party  was  surreptitiously  buying 
and  storing  up  large  quantities  of  war  materials. 
The  purchases  became  very  large,  especially 
after  1909,  and  almost  every  year  there  were 
considerable  amounts  spent  in  munitions  of 
war,  mainly  smuggled,  that  were  not  included 
in  the  value  of  merchandise  imported.  Recently, 
however,  strict  precautions  necessary  for  the 
prevention  of  a  third  rising  after  the  abdication 
of  the  Manchu  dynasty  have  prevented  such 
munitions  coming  into  the  country  in  large 
quantities;  but  the  total  of  such  munitions 
imported  surreptitiously  during  nearly  twenty 
years  must  be  considerable. 

The    largest    item,    next    to    the     value     of 
merchandise   exports   and   imports,    is   the  total 
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of  the  sums  spent  on  the  development  of 
railways,  mines,  industries,  and  the  building 
of  such  magnificent  cities  like  Shanghai.  It 
is  hard  to  say  if  these  are  assets  or  liabilities. 
Out  of  about  £30,000,000  borrowed  for  railways, 
it  can  safely  be  estimated  that  at  least  £15,000,000 
have  been  brought  in  as  materials.  Considerable 
sums  have  been  spent  to  build  up  Shanghai 
to  its  present  state  of  prosperity,  while  the 
sums  sunk  in  the  development  of  ports  like 
Tientsin,  Hankow,  Newchwang,  Harbin,  and 
Foochow,  are  not  inconsiderable.  It  is  not 
right,  in  this  connexion,  to  take  into  account 
the  value  of  land,  which  has  appreciated 
considerably  in  these  ports  ever  since  the 
advancement  of  foreign  commerce ;  but  enormous 
quantities  of  foreign  materials  have  been 
brought  in  and  used  to  build  up  the  magnificent 
structures  in  these  places.  It  is  difficult  to 
assess  the  value  of  the  sums  spent  to  build  up 
Shanghai,  or  the  portion  contributed  by  foreign 
countries  and  China;  but  the  amount  contributed 
by  the  Chinese  is  immeasurably  small  as 
compared  with  that  contributed  by  the  foreigners. 
The  sums  spent  on  buying  railway  materials 
are  permanent  liabilities,  now  being  met  out 
of  the  principal  and  interest  on  loans.  These 
sums  cannot  form  liabilities  apart  from  the 
loans;  and  as  they  are  spent  in  the  country 
itself,  they  have  become  an  asset.  In  the  same 
manner,  the  sums  spent  on  building  up  the 
cities  form  liabilities  under  the  heading  of 
foreign  imports,  because  most  of  the  materials 
used  are  imported  and  classed  as  merchandise. 
Therefore,  they  also  constitute  a  valuable  asset. 
It  is,  of  course,  taken  for  granted  that,  in  the 
event  of  the  foreigners  having  to  leave  China 
at  some  remote  period,  these  buildings  and 
these  improvements  will  have  to  be  paid  for 
by   the    Chinese;   but  it  is   so   remote   that,    for 
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the  purposes  of  the  calculation  of  the  balance 
of  international  trade,  such  a  contingency  can 
be  ignored  altogether. 

Although  the  total  of  the  frontier  trade 
is  not  of  large  proportions,  such  trade  plays 
not  an  inconspicuous  part  in  a  consideration 
of  the  balance  of  trade.  China  has  land 
frontiers  with  Russia,  Japan,  France  and  Great 
Britain — the  total  of  the  frontier  trade  increasing 
year  after  year.  In  the  nature  of  things 
a  larger  volume  and  value  of  commodities 
are  likely  to  go  out  of  China  than  the  total 
of  the  goods  coming  in  through  this  medium; 
hence  the  balance  of  frontier  trade  should 
certainly  be  in  favour  of  China. 

There  are  few  parallels  to  the  situation  that 
China  is  placed  in  with  regard  to  her  foreign 
trade.  The  foreign  or  local  trade  of  a  country 
is  conducted  mainly  by  traders  of  its  own 
nationals,  with  capital  supplied  from  within 
the  country  itself  —  excepting,  of  course, 
occasional  borrowings  which  are  regulated 
from  time  to  time  by  the  needs  of  the 
government  and  the  state  of  trade  in  and  out 
of  the  country.  In  China,  on  the  other  hand, 
practically  the  whole  of  the  foreign  trade  is  in 
the  hands  of  foreign  traders  and,  to  a  certain 
extent,  even  the  retail  trade  in  some  of  the 
ports.  The  only  country  that  can  fully 
compare  with  China  is  Siam,  where  the 
wholesale  trade  is  practically  in  the  hands 
of  Europeans  and  Americans,  and  the 
manufacturing  trade,  especially  rice  milling, 
in  the  hands  of  Chinese,  who  also  control  all 
the  retail  trade.  The  two  other  countries  which 
supply  very  near  parallels  to  China  are  Japan 
and  India,  where,  at  one  time,  the  wholesale 
foreign  trade  used  to  be  entirely  controlled  by 
foreigners.  To-day,  however,  the  position  is 
being     reversed     in     that     the     Japanese     and 
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Indians  are  obtaining  a  larger  hold  on  the  foreign 
trade,  while  the  retail  trade  is  entirely  in 
their  hands.  The  Japanese  have  complete 
control  of  the  manufacturing  industry  in 
Japan,  while  in  India  the  control  of  industries 
is  evenly  divided  between  foreigners  and  natives 
of  the  country.  In  China,  of  course,  there  is 
very  little  of  industry,  but  the  foreigners 
practically  control  even  that.  As  the  nation 
has  been  embarrassed  practically  ever  since 
the  beginning  of  foreign  intercourse,  foreign 
money  has  had  to  be  brought  in,  even  for 
the  development  of  industries.  It  is  of  course 
out  of  the  question  that  China  could  or  would 
supply  money  to  foreigners.  The  capital  of  all 
the  foreign  firms  has  been  brought  from  the 
home  countries,  and  more  is  coming  each 
year.  This  capital  is  mainly  represented  by 
floating  cargo,  besides  the  sums  due  by  the 
Government  and  traders  for  contracts.  The 
amount  due  by  Government  is  inconspicuous 
as  compared  with  the  capital  employed  in 
foreign  trade.  Although  it  is  difficult  to 
estimate  the  total  capital,  which  is  unknown 
except  in  the  case  of  limited  liability  companies, 
it  may  safely  be  stated  that  this  amount  will 
probably  form  the  largest  item,  as  large  a 
total  as  the  annual  trade  during  recent  years. 
If  we  take  all  these  factors  into  consideration, 
it  should  prove  an  easy  matter  to  find  out 
how  the  balance  of  trade  is  struck. 
The  favourable  or  unfavourable  balance,  in 
economic  parlance,  is  not  always  favourable 
or  unfavourable  to  a  country.  It  is  no  doubt 
true  that,  so  far  as  China  is  concerned,  the 
unfavourable  balance  has  certainly  been 
unfavourable  to  her.  But  in  the  case  of 
certain  countries  like  England,  although  year 
after  year  the  imports  have  been  larger  than 
the    exports,    no     disadvantage     entails     as     a 
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consequence — such  a  situation  being  necessitated 
by  very  patent  causes.  It  is  known  that 
England  controls  half  of  the  shipping  trade  of 
the  world.  For  instance,  she  carries  goods 
for  America,  she  has  the  largest  porjtion  of 
the  trade  of  India,  China,  and  practically 
all  the  South  American  countries.  Naturally, 
all  these  freight  charges  have  to  be  paid  to 
England.  The  only  way  to  get  paid  such 
large  sums  of  money  is  by  means  of  imports. 
The  capital  sums  invested  by  the  British  people 
in  other  lands  are  estimated  at  the  enormous 
total  of  £2,700,000,000,  and  the  amount  annually 
payable  in  interest  to  the  investors  in  Great 
Britain  at  £140,000,000.  This  sum  does  not 
all  come  in  gold  or  in  specie;  it  has  also 
to  be  paid  in  merchandise.  Naturally  while 
the  imports  in  1910  were  £678,000,000,  the 
exports  were  only  £430,000,000.  This  ratio 
has  been  kept  up,  mainly  for  the  reason  that 
the  position  would  become  impossible  if  the 
freight  charges  and  the  interest  payable  to 
British  investors  could  not  be  paid  in 
merchandise. 

It  is  an  interesting  speculation  what  would 
have  happened  in  China  if  the  liabilities  in 
the  shape  of  foreign  loans  and  the  profits  of 
foreign  merchants,  freight,  etc.,  had  not 
intervened.  Up  to  1895,  when  the  foreign 
trade  of  China  was  only  about  a  fourth  of 
what  it  is  to-day,  and  when  exports  and 
imports  very  nearly  balanced  each  other,  the 
progress  of  imports  was  more  or  less  regulated 
by  the  total  that  China  was  able  to  sell;  as 
owing  to  the  want  of  communications,  and 
several  other  causes,  the  produce  that  China 
was  able  to  bring  to  the  market  was  not  very 
large,  the  trade  was  very  restricted.  But 
since  1895,  when  the  liabilities  increased,  there 
was  no   other   course  to   adopt  but  to  increase 
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the  amount  of  produce  sold.  It  is  remarkable 
that  while  the  imports  have  risen  from  Tls. 
202,589,994  in  1896  to  Tls.  473,097,031  in  1912, 
the  exports  have  practically  trebled  themselves, 
from  Tls.  131,081,421  in  1896  to  Tls.  370,520,403 
in  1912.  The  force  of  circumstances,  necessitated 
by  the  increase  of  the  liabilities,  have  naturally 
brought  about  an  increase  in  the  exports  of 
this  country.  At  first,  the  peculiar  circumstances 
of  the  trade  brought  about  a  larger  proportion 
of  imports,  with  every  advance  in  exports. 
As  a  consequence  exchange  fell  and  prices  of 
import  commodities  in  silver  were  being 
gradually  reduced,  while  the  prices  of  export 
commodities  in  silver  were  increasing.  This 
was  certainly  a  good  stimulant  to  trade.  But 
the  development  almost  altogether  points  to 
one  direction.  With  the  heavy  liabilities  of 
the  Government  and  the  financial  troubles 
throughout  the  country,  the  only  alternative 
to  bankruptcy  is  an  increase  in  the  export 
of  produce.  If  the  produce  is  not  exported 
in  sufiiciently  large  quantities,  it  is  inevitable 
that  imports  must  decrease,  thus  bringing  about 
a  situation  less  embarrassing  to  the  Chinese 
people.  In  the  early  part  of  1914,  such  a 
situation  was  being  experienced.  Mainly 
because  the  exports  of  1913  were  not 
commensurate  with  the  increase  in  the  import 
trade  during  that  year,  there  was  a  slump, 
the  rigour  of  which  was  almost  unknown  in  the 
history  of  the  trade  of  this  country.  The  future, 
of  course,  is  uncertain,  but  as  possibilities  point 
to  a  large  expansion,  after  the  political  troubles 
are  settled,  the  only  conclusion  that  can  be 
arrived  at  is  that  both  exports  and  imports 
will  increase  in  volume  while  the  former 
especially  will  increase  in  larger  proportion 
— as  has  been  the  case  during  the  past 
eighteen  years. 
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There  is  no  specie  point  in  China  because 
silver  is  not  wanted  in  European  countries, 
which  practically  control  the  production  of 
silver.  It  also  happens  that  more  silver 
is  being  shipped  into  China  than  out  of  it, 
although,  of  course,  the  shipments  are  very- 
small  as  compared  with  the  total  of  foreign  trade. 

Not  only  have  large  payments  to  be  made 
on  account  of  imports,  but  the  Chinese 
Government  has  also  to  pay  the  instalments 
due  on  loans  from  time  to  time.  The  silver 
so  paid  by  China  or  by  the  import  merchants 
is  not  boxed  and  shipped  to  the  several  Powers 
or  to  the  several  merchants  at  home.  Like 
the  import  merchant,  the  Chinese  Government 
buys  bills  for  gold  exchange.  The  exporter 
of  produce  sells  bills,  and  thus  the  first 
attempt  is  made  towards  balancing;  but  as 
we  know  that  the  indebtedness  of  China, 
together  with  the  excess  of  imports,  is 
at  least  Tls.  200,000,000  more  than  the  export 
trade,  we  have  to  look  to  other  directions  to 
see  how  all  this  business  is  transacted  with  so 
little  movement  of  money.  Here,  of  course, 
come  in  the  imports  of  railway  materials, 
mining  apparatus,  etc.,  which  are  not  paid 
for  in  silver  at  the  moment,  although  they 
are  liabilities  of  the  Chinese  Government,  the 
sums  sent  by  the  emigrants  in  gold  to  be 
paid  out  in  silver,  the  expenditure  on  several 
accounts  like  embassies,  tourists,  merchant 
vessels,  foreign  missions,  etc.,  all  of  which 
amounts  are  remitted  in  gold  from  other 
countries  to  be  spent  in  silver  in  China. 
Therefore  the  balance  of  the  Tls.  200,000,000, 
which  would  have  to  be  shipped  in  silver 
to  be  converted  into  gold,  under  ordinary 
conditions,  is  being  paid  on  the  above  accounts 
in  China  itself;  and  commerce  is  conducted 
with  an  infinitesimal  movement  of  treasure. 
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Elsewhere*  I  have  prepared  a  summary 
of  the  liabilities  and  assets  of  China,  both  in 
international  trade  and  on  Government 
account,  for  1912;  also  a  statement  showing 
the  assets  and  liabilities  computed  on  the 
basis  of  the  position  during  the  past  fifty 
years.  Many  of  the  totals  are  certainly 
computations  and  more  or  less  axiomatic; 
such  statements  have  to  be  axiomatic  to  a 
certain  extent,  as  there  is  no  possible  means 
of  arriving  at  exact  figures  with  regard  to 
most  of  the  items.  Although  the  statements 
are  valueless  from  the  point  of  view  of 
correct  statistics,  they  should  certainly  serve 
as  a  guide  for  the  better  understanding  of  the 
economic   situation  in  this  country. 


'  See  Appendix  C. 
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EXCHANGE   AND  BANKING 

The  problem  of  international  exchange  has 
always  been  a  subject  of  great  interest,  in 
spite  of  the  fact  that  in  European  countries 
the  regulation  of  it  is  almost  a  science.  In 
China  this  subject  it  still  more  engrossing, 
in  view  of  the  various  complications  attendant 
upon  the  exchange  of  commodities  between 
one  province  and  another  within  the  country, 
and  between  this  country  and  foreign  markets 
— not  to  speak  of  the  varieties  and  complications 
of  internal  currency.  Ever  since  the 
establishment  of  the  gold  standard,  and  even 
for  some  period  antecedent  to  it,  the  exchange 
of  money  in  European  countries  presented  very 
few  difficulties.  There  was  a  fixity,  although, 
of  course,  there  was  a  very,  very  slight 
elasticity  about   it. 

Every  transaction  revolves  round  the 
standard  of  value,  the  relation  between  the 
standard  of  value  and  commodities  in 
different  parts  of  the  world  being,  of  course, 
determined  by  certain  economic  factors.  It 
is  unnecessary  to  go  in  detail  into  the  discussion 
whether  money  by  itself  has  any  intrinsic 
value  at  all.  It  is  accepted  that  the  error 
into  which  the  ordinary  minds  fall  is  almost 
fundamental  and,  no  doubt,  the  fact  that  money 
has  an  intrinsic  value  has  obtained  such  a  hold 
upon  our  minds  that  it  is  almost  impossible 
for  anybody  to  discard  it  so  completely  that 
he  shall  run  no  risk  'of  falling  into  it  in  unguarded 
moments.        The     value     of     a     commodity    is 

218 


EXCHANGE   AND   BANKING 

really  its  value  in  exchange :  it  is  the  value 
of  one  thing  as  compared  with  another  when 
it  is  exchanged  for  that  other  thing.  No 
commodity,  not  even  money,  has  an  intrinsic 
value.  Gold  and  silver  are  simply  convenient 
mediums  by  which  exchange  of  commodities 
is  effected.  In  Europe,  the  object  of  having 
gold  as  the  standard  is  mainly  to  have 
a  commodity  which  has  a  larger  fixity  of 
worth  than  the  commodities  for  which  it  is 
exchanged. 

Money,  or  gold  in  Europe,  and  silver  in 
China,  is  also  a  measure  of  value,  or  something 
more  than  a  mere  standard  of  value,  used  to 
express  the  relations  in  which  commodities 
will  exchange  with  one  another.  It  is 
assumed,  of  course,  that  the  measure  of  value 
must  not  be  subject  to  the  same  influences 
as  commodities.  Once  it  is  liable  to  such 
influences,  it  loses  its  value  as  the  measure. 
But  in  actual  practice  it  has  been  found  that 
the  measure  of  value  depreciates  or  appreciates 
according  to  the  affluence  or  want  of  it,  while 
a  large  number  of  economic  forces  operate  in 
raising  or  lowering  the  exchangeable  value  of 
money  as  of  the  different  commodities.  For 
instance,  the  price  of  an  article  in  gold  falls 
or  rises  according  as  there  is  a  smaller  or 
larger  quantity  of  money  available  for  business. 
The  worth  of  the  measure  of  value  is  thus 
affected  by  the  quantity  available.  On  the 
other  hand,  in  the  case  of  a  commodity  like 
wheat,  a  larger  crop,  say,  in  the  United  States 
and  Russia — which  are  the  chief  wheat  producing 
countries  —  will  naturally  bring  down  its 
capacity  to  exchange  with  quantities  of,  say, 
other  produce  like  beet  or  rice. 

The  exchange  value  of  commodities  is  a 
very  complicated  problem.  If  on  the  one 
hand  there   is  a  large  increase    in    the    world's 

219 


FINANCE  IN  CHINA 

crop  of  wheat,  and  on  the  other  hand  a  large 
decrease  in  the  world's  crop  of  beet,  it  is 
but  natural  that,  other  things  being  equal, 
more  wheat  will  have  to  be  given  in  exchange 
for  a  smaller  quantity  of  beet.  There  is 
generally  no  direct  exchange  of  wheat  for  beet, 
except,  perhaps,  in  isolated  instances.  The 
exchange  is  effected  in  the  following  manner : 
A  certain  amount  or  measure  of  gold  will  then 
purchase  a  larger  quantity  of  wheat  than  on 
a  previous  occasion,  while  at  the-  same  time 
it  will  buy  a  smaller  quantity  of  beet  than  it 
would  under  other  conditions. 

In  all  transactions,  therefore,  gold  or 
money  comes  as  the  common  denominator, 
and  values  are  expressed  in  gold.  The  process 
may,  however,  be  complicated  by  other  factors. 
Supposing  that  in  a  country  which  has 
a  very  large  crop  of  wheat  there  is  also  a 
large  stock  of  gold  and  the  concomitant  credit 
available,  the  result  will  be  that  the  value  of 
wheat  will  not  depreciate.  The  increase  in 
the  quantity  of  gold  and  credit  brings  about  a 
decrease  in  the  worth  of  the  measure  of  value 
and  nullifies  the  effects  of  the  large  increase 
in  the  crop  of  wheat.  If  at  the  same  time 
a  country  which  has  a  small  crop  of  beet  has 
also  a  small  supply  of  gold  and,  consequently, 
restricted  credit,  it  is  inevitable  that  the  value  of 
beet,  in  terms  of  gold,  will  not  decrease. 
When  an  exchange  between  wheat  and  beet 
takes  places  under  such  conditions,  there  will 
be  no  appreciation  of  the  value  of  beet,  and 
no  depreciation  of  the  value  of  wheat,  as  would 
be  the  case  under  normal  conditions.  There 
are  a  large  number  of  economic  forces  that 
determine  the  value  of  a  commodity  in 
relation  to  gold,  and  the  exchangeable  value 
of  the  same  in  relation  to  other  commodities. 
But  gold,  or  the  measure  of  value,   has  a  fixity, 

220 


EXCHANGE   AND   BANKING 

which     is     not     the     privilege     of     any     other 
commodity. 

In  China,  on  the  other  hand,  conditions 
are  almost  entirely  different.  It  goes  without 
saying,  of  course,  that  there  is  no  gold  or 
gold  exchange  standard  in  this  country.  The 
measure  of  value  of  commodities  is  expressed 
in  silver  for  the  purposes  of  internal  trade  as 
well  as  those  of  foreign  trade.  The  Chinese 
dealer  expects  to  pay  in  silver  for  the  goods 
he  buys,  whatever  may  be  the  gold  value  of 
the  goods  in  the  producing  or  manufacturing 
countries.  The  produce  holder  expects  to 
be  paid  in  silver,  whatever  may  be  the  price 
his  goods  will  fetch  in  the  markets  to  which 
they  are  taken. 

If  it  were  only  the  retention  of  the  measure 
of  value  in  silver,  the  problem  of  exchange 
would  certainly  be  much  less  complicated  than 
it  is  to-day;  but  silver  is  not  a  measure  of 
value  in  the  same  sense  as  gold  is  in  European 
countries,  or  countries  that  have  come  under 
the  domination  of  European  influence.  Silver 
in  China  has  been  from  time  immemorial 
quite  as  much  a  commodity  as  rice  or  wheat, 
the  value  falling  or  rising  with  the  local 
economic  influences  —  whatever  may  be  the 
relation  between  it  and  gold.  If  in  the  province 
of  Kiangsu  there  is  a  large  supply  of  the 
white  metal,  and  if  in  Szechuan  there  is  a 
scarcity  of  it,  the  value  of  silver  in  Szechuan 
appreciates  in  a  ratio  almost  unknown  in  European 
countries,  .and  the  price  of  the  commodities  in 
Szechuan  depreciates  in  an  even  larger 
ratio.  For  every  one  occasion  when  it  becomes 
profitable  to  ship  gold  from  one  European 
country  to  another  it  becomes  profitable  to 
ship  silver  from  one  province  to  another  in 
China  almost  a  hundred  times.  The  value  of 
silver  rises  and  falls  quite  as  often  as  that  of  other 
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commodities,  and  silver  is  much  more 
subject  to  economic  influences  than  many  other 
commodities. 

Trade  in  China  is  thus  a  very  complicated 
process.  The  merchant  not  only  buys  or  sells 
the  goods,  but  also  buys  or  sells  the  silver 
which  he  has  to  receive  or  pay.  There  is  a 
double  process  in  every  transaction.  Instead 
of  the  exchange  of  goods  taking  place,  as  in 
Europe,  by  the  mere  transference  of  the 
commodities  to  a  common  measure,  in  China 
commodities  other  than  silver  are  exchanged 
with  silver  as  another  commodity,  which 
commodity  is  then  exchanged  with  other  goods. 
It  is  no  wonder,  therefore,  that  the  problem  of 
exchange  should  be  as  serious  a  factor  as  it 
is  to-day.  And  the  subject  is  really  one  for 
engrossing   study. 

Money,  as  it  is  commonly  understood  in 
civilized  countries,  does  not  exist  in  China. 
There  is  certainly  supposed  to  be  a  tael,  or  a 
Chinese  ounce,  which,  for  all  ostensible  purposes, 
is  a  common  measure  of  value.  But  if  this 
tael  performed  the  functions  of  money,  there 
would  have  been  no  occasion  for  the  existence 
of  the  large  variety  of  taels — the  values  of  which 
are  regulated  not  only  by  the  weight,  touch, 
or  fineness,  but  also  by  what  is  known  as  old 
custom.  It  is  well  known,  of  course,  that 
there  are  seventy-seven  distinct  varieties  of 
the  taels  in  China*,  and  Mr.  Morse  states  that 
he  has  notes  of  170  different  currencies.  There 
is  of  course  no  coin  known  as  the  tael,  which 
is  a  Chinese  ounce  of  silver  of  varying  standards 
of  purity  and  weight.  Every  commercial 
centre  has,  apart  from  the  various 
governmental   taels,    its   half-a-dozen,    or   dozen, 

*  Estimates  as  to  the  number  of  Taels  in  circulation  in  China  vary 
considei-ably.  In  Appendix  D  will  be  found  a  list  of  the  Taels  in 
circulation  at  the  close  of  1909. 
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or  score  of  local  taels,  all  generally  current; 
that  is,  each  of  them  is  a  recognized  currency 
when  it  is  so  stipulated.  Mr.  Morse  says : — 
"  A  merchant  coming  from  Kweichow  or 
trading  at  that  place  will  probably,  but  not 
certainly,  use  a  scale  on  which  the  tael 
weighs  548.9  grains;  a  merchant  from  Kweifu 
— a  town  on  the  Yangtsze  100  miles  below 
Chungking — will  buy  and  sell  with  a  tael  of 
562.7  grains;  and  between  these  two  extremes 
are  at  least  ten  topical  weights  of  tael,  all 
"  current  "  at  Chungking.  In  addition  to 
these  twelve  topical  currencies  there  are  others 
connected  with  commodities.  One  of  the 
most  important  products  of  Szechuan  is  salt, 
and  dealings  in  this  are  settled  by  a  tael  of 
556.4  grains,  unless  it  is  salt  from  the  Tzeliu 
well,  in  which  case  the  standard  is  557.7 
grains.  A  transaction  on  cotton  cloth  is 
settled  with  a  tael  of  555.0  grains,  but  for 
cotton  yarn  the  tael  is  556.0  grains,  and  for 
raw  cotton  the  tael  is  547.7  grains.  This 
seems  confusion;  but  we  are  not  at  the 
end.  Up  to  this  point  we  have  dealt  only 
with  the  weight  on  the  scale,  but  now  comes 
in  the  question  of  the  fineness  of  the  silver 
with  which  payment  is  made.  At  Chungking 
three  qualities  of  silver  are  in  common  use : 
"  fine  silver,"  thousand  fine,  current  throughout 
the  Empire;  "  old  silver,"  about  995  fine; 
and  "  trade  silver,"  between  960  and  970 
fine;  and  payment  may  be  stipulated  in  any 
one  of  these  three  qualities.  Taking  the  score 
of  current  tael  weights  in  combination  with 
the  three  grades  of  silver,  we  have  at  least 
sixty  currencies  possible  in  this  one  town. 
This  is   characteristic  of   the  whole   country."  * 


*  The    "Trade    and    Administration    of    China,"     by     H.     B.     Moree, 
Page' 145-6. 
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China  has  never  had  any  other  metal  coin 
except  that  of  copper,  which,  of  course,  almost 
approximates  gold  as  a  measure  of  value;  but 
as  the  intrinsic  value  in  relation  to  commodities 
is  extraordinarily  small,  it  is  impossible 
to  have  it  as  a  measure  to  buy  or  sell  goods. 
With  this  kaleidoscopic  variety  of  currencies, 
it  is  no  wonder  that  institutions  dealing  in 
exchange  should  have  been  numerous,  almost 
from  time  immemorial.  Even  when  functioning 
the  very  common  avocations,  it  has  been 
necessary  in  this  country  to  effect  some  sort 
of  exchange  of  money;  and  this  exchange  is 
usually  done  by  the  native  banks.  The 
internal  trade,  although  not  of  large  proportions, 
has  necessitated  a  roaring  business  in  exchange. 
With  the  advent  of  foreign  trade  this  business 
has  multiplied  several  fold;  hence  it  is  not 
surprising  that  the  development  of  banking 
in  China  has  been  very  rapid  and  of  very  large 
proportions   during   this  period. 

Native  Banks. 

The  capital,  constitution,  and  functions  of 
the  native  banks  are  subjects  of  interesting 
study.  In  principle,  there  has  been  so  little 
change  during  the  whole  of  the  period  that  the 
banks  have  existed  and  exercised  a  potent 
influence  on  trade ;  and  it  is  almost  unnecessary 
to  go  into  the  history  of  ^the  native  banks. 
In  China  there  has  never  been  co-operation  on 
a  large  scale,  and  hence  the  very  idea  of  a 
joint  stock  company  was  unknown.  The  banks 
were  naturally  one-man  concerns  —  in  rare 
instances  having  two  or  more  partners.  It 
was  never  the  intention  of  Chinese  bankers 
to  limit  liabilities  in  case  of  loss.  Whatever 
may  have  been  the  wealth  of  the  Court  at 
Peking     and     that     of     corrupt     officials     like 
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Ho  Shen,  Prince  Ching,  and  the  latter  day; 
eunuchs,  it  is  not  controverted  that,  as  a 
nation,  China  has  always  been  poor  in  the 
supply  of  money. 

Of  course,  national  poverty  or  riches  are 
comparative.  In  the  case  of  an  individual  as 
in  that  of  a  nation,  it  is  the  wants  or  standard 
of  living  that  forms  the  real  criterion.  The  wants 
of  the  Chinese  were  certainly  very  few  until 
recently,  when  the  force  of  external  circumstances 
brought  about  a  situation  in  which  the  nation 
found  itself  extremely  poor  and  helpless. 

In  the  olden  times  a  bank  with  a  capital 
of  thirty  or  forty  thousand  taels,  which  was 
usually  the  limit,  was  considered  to  be  a 
substantial  concern.  There  was  very  little  of 
deposits,  in  the  sense  of  the  public  entrusting 
their  savings  with  these  institutions.  Even 
to-day  rich  Chinese  do  not  deposit  their  money 
with  native  banks,  and  the  practice  of  using 
the  foreign  banks  as  safe  concerns  for  this 
purpose  is  growing.  As  a  show  of  wealth, 
except  under  special  circumstances,  or  in  the 
case  of  people  who  did  business  as  traders, 
usually  led  to  an  individual  being  a  mark 
for  corrupt  officials,  there  was  certainly  no 
incentive  for  the  savings  or  the  hoarding  being 
transferred  to  the  native  banks.  The  nation 
was  also  mainly  agricultural;  saving  was  a 
slow  process,  and  rarely  in  the  old  times  was 
there  a  rich  man  except  among  ofiBcials — 
even  the  traders  being  comparatively  poor  as 
a  class,  as  compared  with  the  mandarins. 

There  are  five  classes  of  Chinese  banks 
operating  in  the  country,  leaving  apart  the 
Shansi  banks,  which  at  one  time  used  to  form 
a  class  by  themselves,  but  which  have  completely 
gone  under  on  the  occasion  of  the  financial 
crisis  during  the  Revolution  of  1911.  The 
banks    enjoying    the    greatest    prestige    are    the 
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official  banks.  They  receive  on  deposit  taxes, 
duties,  and  other  official  revenues;  they  also 
do  a  limited  amount  of  banking,  more  or  less 
on  the  model  of  foreign  banks,  receiving 
deposits  and  paying  interest  on  them,'  making 
loans,  keeping  current  accounts,  making 
advances  on  security  of  goods,  issuing  cheque 
books  and  deposit  books,  transferring  money 
from  one  place  to  another,  both  by  cheque 
and  actual  transfer  of  coin  and  bullion, 
and  issuing  notes  with,  however,  more  or 
less  adequate  reserves.  During  the  Manchu 
dynasty  the  largest  bank  of  this  class  used  to 
be  called  the  Customs  Bank,  but  now  this 
bank  no  longer  exists;  and  the  principal 
representatives  of  this  class  are  the  Bank  of 
China  and  the  Bank  of  Communications.  By 
recent  legislation  it  was  sought  to  make  the 
Bank  of  China  something  like  a  State  bank. 
The  Bank  receives  all  the  Customs  revenues, 
the  revenue  on  salt  and  such  other  government 
income  as  is  obtainable  at  present.  The 
foreign  banks  pay  over  to  it — of  course,  on 
the  requisition  of  the  Government — sums  on 
the  loans  that  have  to  be  disbursed  in  the 
several  provinces,  while  payments  by  the 
Government  to  the  foreign  banks  and  foreign 
Powers  are  made  through  this  bank.  The 
business  of  this  bank  is  conducted  very  nearly 
on  the  lines  of  well-established  and  well- 
regulated  foreign  banks;  but  by  recent 
legislation  the  Bank  has  been  restricted  to 
certain  kinds  of  business,  and  is  not  allowed 
to  do  a  good  deal  of  what  regular  banks 
have  to  take  up  in  order  to  make  any  profit 
at  all.  The  functions  of  the  Bank  of 
Communications  are  extremely  limited,  being 
completely  under  the  control  of  the  Ministry 
of  Communications.  It  has  very  little  title 
to  be   called  a  public  bank. 
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The  next  class  of  banks  are  those  known 
as  the  Hwei  Piao.  These  usually  belong  to 
merchants  who  have  a  large  business  in 
different  places,  and  who  find  it  profitable 
to  do  their  own  exchange  transactions.  They 
do  not  carry  on  ordinary  banking  business, 
excepting  such  as  is  connected  with  the  trade  of 
the  proprietors.  They,  however,  take  in 
deposits,  although  they  do  not  seek  for  them; 
but  as  they  have  a  large  interchange  of 
commodities  between  different  places,  they 
have  a  big  turnover,  and  they  are  always 
able,  to  pay  bills  drawn  at  one  place  on  another, 
with  very  little  shipment  of  bullion  or  coin. 
They  also  make  advances,  loans,  and  overdrafts, 
but  only  to  their  customers  in  trade;  and  to 
prove  that  they  are  not  competing  with  the 
regular  banks,  they  convert  all '  their  business 
into   exchange   transactions. 

The  third  class  of  banks  are  the  regular 
native  banks,  who  do  banking  business, 
receiving  deposits,  making  loans,  allowing 
overdrafts,  and  giving  out  native  orders. 
They  do  not  need  a  large  capital,  as  the 
main  asset  of  a  Chinese  merchant  or  a  bank 
is  the  individual  reputation  of  the 
proprietor  or  the  manager.  They  rarely 
have  had  more  than  Tls.  100,000  of  capital. 
They  used  to  be  owned  by  single  individuals, 
but  in  recent  times  these  banks  have  been 
owned  by  a  joint  family  or  by  a  number  of 
partners.  The  capital  is  not  strictly  limited, 
as  in  European  countries,  as  the  idea  of  a 
joint  stock  company  is  absolutely  new  to  China. 
In  a  recent  case,  it  has  happened  that  the 
undivided  family  property  was  made  available 
for  the  payment  of  the  debts  of  the  bank. 
In  another  instance,  the  property  of  one  partner 
was  made  available  for  the  whole  of  the  debt, 
as  the  other  partners    had   no    means    to    meet 
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the  debt.  As  a  rule,  these  banks  endeavour 
to  conduct  only  banking  business,  and  up  to 
1900  they  never  did  any  actual  trading. 
During  the  period  between  1900  and  1910 
many  of  these  banks  were  tempted  to  do 
business  on  their  own  account,  and  a  great 
number  of  them  failed.  They  granted  native 
orders  to  dealers,  and  the  amounts  accepted 
by  foreign  banks  depended  upon  their  individual 
standing.  Such  banks  as  have  existed  after  the 
financial  crisis  of  1911  are  considered  to  be  sound. 

The  fourth  class  of  banks  are  the  provincial 
banks,  or  the  banks  established  with  the 
aid  of  the  provincial  governments.  They 
operate  not  only  in  their  own  provinces,  but 
also  outside,  constituting,  as  it  were.  State 
banks  for  the  provinces.  Their  methods  have  been 
entirely  unsound  for  a  long  while,  and  they 
were  the  main  offenders  with  respect  to  the 
issue  of  paper  money.  They  traded  heavily 
between  1907  and  1911,  and  also  speculated 
very  heavily.  These  banks  exist  mainly  on 
the  prestige  of  the  government.  They  are 
not,  however,  altogether  state  institutions. 
They  have  their  own  shareholders,  and  they 
correspond  more  or  less  to  the  Presidency 
banks  in  India.  They  receive  the  monies  of  the 
government,  and  they  pay  out  the  same; 
and  it  must  be  said  to  their  credit  that, 
so  far  as  the  paper  issues  were  concerned,  the 
offenders  were  the  provincial  governments, 
and  not  the  management  of  the  banks. 

The  fifth  class  of  banks  are  not  very 
many.  They  are  such  institutions  as  are 
established  with  Chinese  capital,  with  either 
foreign  or  Chinese  management,  but  following 
regular  banking  methods.  The  chief  example 
of  this  is  the  Commercial  Bank  of  China. 
The  business  done  by  them  is  of  very  little 
account  at  the  moment. 
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Besides  these  five  categories  of  banks, 
there  are  the  cash  shops.  Their  principal 
function  is  exchanging  money,  and  giving 
small  loans  or  overdrafts  to  shopkeepers  who 
do  their  exchange  business  with  them.  The 
smaller  ones  confine  themselves  to  this 
business,  while  the  bigger  ones  do  more  or 
less   general  banking  business. 

There  has  never  been  any  government 
control  over  native  banking.  The  proprietor 
of  a  native  bank  has  no  control  over  his 
manager,  and  even  the  provincial  banks  are 
managed  with  as  little  interference  from  the 
government  as  possible.  Under  the  Manchu 
regime,  the  government  reports  gave  very 
meagre  information;  for  instance,  that  on  such 
and  such  a  date  a  bank  was  opened,  and 
so  much  money  had  been  deposited  with  it.  It 
has  been  the  custom  of  the  officials  under 
the  old  regime  to  deposit  the  revenues  payable 
to  Peking  not  only  with  the  official  banks, 
but  also  with  other  banks,  ostensibly  to 
encourage  business,  but  mainly  in  order  that 
the  provincial  ofiicials  might  profit  out  of  it. 
When  an  official  makes  reports  about  a 
bank,  it  is  more  to  protect  himself  in  case 
of  the  loss  of  deposits  of  government  money 
than  to  keep  a  check  on  the-  bank. 

The  only  authority  that  has,  or  had,  any 
sort  of  control  over  the  banks  was  the 
Bankers'  Guild,  the  membership  of  which  is 
composed  of  the  different  banks.  The  guild 
committee  makes  rules  for  the  observance  of 
the  various  members  of  the  guild,  but  it  is 
neither  a  clearing  house  nor  an  assay  office. 
The  clearing  house  system  as  practised  by 
China  is  nowhere  a  tithe  as  complete  as  in 
Europe  or  America.  The  assay  office,  however, 
is  peculiar  to  China,  and  necessary  on  account 
of  the  enormous  number  of  currencies  prevailing 
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in  the  different  parts  of  the  country.  Every 
transaction  in  exchange  yields  a  profit  to 
the  bank. 

Unlike  foreign  banks,  native  banking  does 
not  work  on  the  principle  of  reserves.  As 
in  principle  there  was  no  credit  in  trade,  and 
as  the  reputable  banks  did  not  issue  paper 
money  at  any  time,  the  question  of  reserves 
was  never  understood  or  discussed.  In 
Shanghai,  which  has  a  total  local  and  foreign 
trade  amounting  to  over  Tls.  250,000,000, 
the  usual  amount  kept  by  the  native  banks 
is  about  Tls.  3,000,000  to  Tls.  4,000,000  in  sycee, 
and  about  Tls.  2,000,000  to  Tls.  3,000,000  in 
dollars.  In  the  earlier  years  they  used  to 
do  with  as  little  as  Tls.  1,000,000  in  sycee, 
and  about  Tls.  3,000,000  in  dollars.  Except 
on  occasions  when,  owing  to  political  or 
financial  disturbance,  money  floated  into  the 
bank  for  safe  security,  the  amount  of  silver 
with  which  this  vast  trade  was  conducted 
was  extremely  small.  When  it  is  known 
that  the  capital  of  all  the  native  banks  in 
Shanghai — the  richest  city  in  China — ^in  1913 
was  only  Tls.  600,000,  one  can  guess  on 
what  slender  reserves  the  vast  trade  of  this 
country  is  built. 

As  the  principal  function  of  native  banking 
was  only  to  act  as  an  exchange  shop,  even  a 
capital  of  something  like  Tls.  50,000  was 
much  too  large  for  the  possibilities  of 
the  business  that  was  available.  When  foreign 
trade  increased,  however,  the  functions  of 
the  banks  also  increased,  and  business  certainly 
widened.  They  had  to  finance  imports  going 
into  the  country  and  exports  being  brought 
to  the  port  for  sale  to  the  foreigner.  A  larger 
capital  was  certainly  required,  and  the  turnover 
in  trade  helped  the  native  banks  at  first. 
Generally    the    dealer  or  the  merchant  had    to 
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have  an  account  with  them  in  order  to  be 
able  to  do  business.  This  account  meant 
leaving  a  certain  amount  of  money,  from 
time  to  time,  with  the  banks,  and  such 
confidence  was  responsible  for  attracting  other 
deposits  also.  As  the  profits  from  foreign 
trade,  in  spite  of  the  exactions  and  impediments 
of  officialdom,  were  great,  the  banks  were  able 
to  offer  heavy  interest  in  order  to  attract 
money  with  which  to  facilitate  business. 

The  largeness  of  the  return  was  a  sure 
incentive  for  a  portion  of  the  hoards  and 
savings  being  diverted  to  the  coffers  of  the 
banks,  although,  of  course,  only  very  few 
people  availed  themselves  of  the  large  profits 
thus  offered  and  available.  At  first,  of  course, 
the  business  of  these  banks  was  almost  purely 
local,  developing  gradually  until  such  became 
provincial.  The  number  of  banks  in  a 
position  to  take  the  risks  attendant 
upon  extending  their  operations  beyond  their 
own  province  was  very  small;  however,  the 
few  who  extended  their  business  beyond 
their  own  province  were,  at  the  beginning, 
well   regarded   for   their  venturesome  conduct. 

With  the  progress  of  time,  especially  in 
the  last  decade  of  the  19th  Century,  the  profits 
of  native  banking  were  so  great  as  to  induce 
an  enormous  amount  of  mushroom  growth. 
The  varieties  of  currency  were  increasing  with 
almost  bewildering  intensity  in  the  absence 
of  any  standard  of  value,  and  whoever  lost, 
it  was  to  the  benefit  of  the  native  banks. 
The  small  cash  shops  which  did  nothing  but 
exchange  money  on  a  very  small  scale 
dignified  themselves  by  the  name  of  banks, 
and  they  were  almost  as  numerous  as  regular 
business  houses  throughout  every  city  in  the 
land.  Banks  were  started  with  a  capital  of 
ten,    and    sometimes    five,    thousand   taels,   and 
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undertook  to  do  whatever  business  was  put 
in  their  way.  Such  institutions  multiplied 
largely,  especially  in  the  ports,  and  they  were 
partly  promoted,  and  mainly  encouraged,  by 
the  new  class  of  dealers.  The  latter  were 
arising  in  almost  the  same  ratio  as  the  large 
number  of  small  and  irresponsible  foreign 
business  houses  which  came  into  vogue  during 
this  period.  Especially  after  the  Eusso- 
Japanese  War,  there  was  an  exaggerated  idea 
of  the  capacity  of  the  country,  and  steps 
were,  therefore,  taken  to  provide  the  possible 
needs.  Very  large  transactions  were  taking 
place  on  a  very  flimsy  basis  of  capital  and 
credit.  Such  a  situation  brought  about  an 
almost  radical  change  in  the  constitution  and 
business  of  native  banking.  The  banks  saw 
that,  as  the  dealers  they  were  financing  were 
mostly  men  of  straw,  they  might  as  well 
trade  themselves,  and  give  only  the  broker's 
commission  to  the  middleman.  While  it  was 
so  in  some  cases,  it  was  also  a  fact  that 
the  very  large  commitments  of  some  of  the 
dealers,  to  whom  the  bankers  had  given 
native  orders,  necessitated  the  banks 
themselves  entering  into  business  in  order 
rid  themselves  of  the  large  stock  that  was 
left  in  their  hands.  The  foreign  merchant, 
of  course,  looked  to  these  banks  for  payment 
on  the  due  date,  and  at  the  outset  the  banks 
certainly  tried  their  best  to  meet  obligations. 
The  goods,  however,  proved  difficult  of  sale, 
not  only  because  there  was  an  oversupply, 
but  also  because  other  economic  forces  and 
the  vagaries  of  foreign  exchange  militated 
against  the  easy  marketing  of  goods. 

At  about  this  time  there  arose  a  large  crop 
of  banks,  which  were  quasi-official,  and  had 
the  imprimatur  of  the  authority  of  the 
provincial   government   for  whatever    they    did. 
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The  governments,  at  the  same  time,  were 
thirsting  for  money.  The  banks  were  in  an 
equally  difficult  position  on  account  of  the 
large  overtrading;  so  it  was  thought  that  the 
situation  could  be  met  by  the  issue  of  paper 
money.  They  saw  the  foreign  banks  having 
note  issues,  and  concluded  that,  as  banks, 
they  were  also  entitled  to  issue  paper  money. 
The  science  of  banking  was  certainly  not 
properly  understood  in  this  country.  The 
native  bankers  were  ignorant  of  the  fact  that 
issues  of  notes  were  purely  for  convenience, 
and  that  they  had  to  have  large  reserves  of 
actual  silver  or  gold.  There  was  an  unrestricted 
issue  of  paper  money;  and,  as  the  issues 
mainly  came  out  of  the  so-called  provincial 
government  banks,  there  was  very  little 
difficulty  in  inducing  the  people  to  accept  them. 
While  these  notes  were  current,  it  was  certainly 
easy  for  the  banks  to  pay  silver  for  any  portion 
of  the  notes  that  were  offered  at  one  time — 
especially  when  the  banks  had  a  big  turnover. 
The  idea  and  the  purpose  of  such  issues  were 
mainly  to  create  capital  for  necessary  purposes 
out  of  nothing.  The  banks  certainly  did  not 
intend  to  defraud  the  people.  They  expected 
that  times  would  soon  change,  that  the  load 
of  goods  would  soon  be  off  their  hands, 
and  that  they  would  get  back  the  capital  invested 
in  such  purchases.  But  times  did  not  improve. 
The  succession  of  years  brought  about  no  change 
as  regards  the  methods  of  the  banks.  They 
los't  heavily  in  marketing  goods.  This  is 
partly  accounted  for  by  the  large  imports 
which  were  constantly  made  by  the  foreign 
firms  and  bought  by  the  Chinese  dealers,  in 
spite  of  the  heavy  stocks  in  the  hands  of  the 
native  banks.  The  heavy  losses  not  only 
kept  the  note  issues  in  full  force,  but  also 
led  to  the  unscrupulous  bankers  issuing  paper 
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money,  with  not  the  slightest  intention  of 
redeeming  it.  Paper  money  was  the  bugbear 
of  trade,  and  the  foreign  Chambers  of  Commerce 
sent  representations  to  Peking  several  times 
to  regulate,  if  not  put  an  end  to,  the 
unrestricted  issue  of  .notes.  In  1909  the 
Government  issued  regulations  against  such 
unlimited  issues.  The  regulations  were  enforced 
'to  a  greater  or  less  degree  at  Chefoo, 
Tsinanfu,  Changsha,  Nanking,  and  Canton. 
They  were  issued,  but  not  enforced,  at 
Newchwang,  Hankow,  Chinkiang  and  Foochow; 
while  at  other  treaty  ports  they  were  ignored 
altogether.  In  Shanghai,  through  which  40 
per  cent  of  the  whole  trade  of  China  passed, 
the  evil  was  growing  in  almost  alarming 
proportions,  and  the  number  of  native  banks 
during  the  rubber  boom  in  1910  were  as 
many  as   120. 

The  situation  was  extremely  embarrassing. 
With  the  heavy  losses  and  the  danger  of 
having  to  redeem  the  paper  issues  at  any 
moment,  the  native  banks  looked  for  relief  in 
other  directions.  Big  profits  to  cover  the 
heavy  losses  were  certainly  not  to  to  be  made 
in  the  ordinary  course  of  business,  and  the 
situation  was  beyond  all  slow  and  ordinary 
methods.  Naturally     the      banks      took     to 

speculation  not  only  in  commodities,  but  also 
in  stocks  and  shares.  The  rubber  boom 
was  in  its  full  swing  in  China  in  1910, 
and  the  public  was  actually  delirious  under 
the  influence  of  the  glorious  vista  of  promises 
made  by  the  rubber  company  promoter. 
The  Chinese  took  the  bait.  Not  only  the 
native  banks  in  Shanghai,  but  also  such 
institutions  in  almost  all  other  ports,  and 
even  in  some  parts  of  the  interior,  looked 
upon  this  as  a  godsend  to  save  them  from 
their  embarrassments.       The   speculation  led  to 
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large  failures  in  Shanghai,  which  were  usually 
followed  by  failures  elsewhere,  and  there  was 
certainly  no  relief;  and  when  the  Revolution 
came  in  1911,  and  there  was  absolutely  no 
faith  in  anything  but  hard  silver,  the  large 
majority  of  these  institutions  that  had  been 
trading  under  false  pretences  fell  like  houses 
built  of  cards.  The  institutions  that  survived 
the  crisis  attendant  upon  the  Revolution  were 
very  sound  ones,  and  although  there  have 
been  a  few  unwelcome  growths  in  native 
banking,  as  a  whole  the  majority  of  the 
institutions  that  existed  in  the  early  years 
of  the  Republic  were  such  as  to  command  the 
confidence  of  the  trade,  both  foreign  and 
native. 

The,  principal  business  of  a  bank  is  to 
receive  deposits  and  to  grant  credit  both  to 
private  individuals  and  trade.  Interest  is 
the  item  on  which  the  largeness  of  the 
profits  of  a  bank  depends,  although,  of  course, 
especially  in  China,  exchange  is  no  mean 
factor.  With  the  native  banks,  interest  and 
exchange  were  equally  potent  factors,  the 
latter  especially.  The  methods  and  accountancy 
of  these  institutions  would  not  pass  the 
scrutiny  of  modern  European  banking  methods ; 
but  that  Chinese  banking  has  its  merits,  few 
can  doubt.  The  details  of  the  business  in 
China  are  just  the  same  as  the  details  in  other 
parts  of  the  globe.  There  are,  however,  one 
or  two  points  which  are  peculiar  to  banking 
in  China.  There  is  more  trust  between  a 
Chinese  merchant  and  his  banker  than  there 
is  between  a  foreign  merchant  and  his  banker ; 
also  there  is  more  consideration.  The  merchant 
always  gets  clean  credit.  The  bank  has  not 
even  a  mortgage  on  the  goods.  When  the 
banks  finance  a  dealer,  they  depend  entirely 
on    his    word    for    repayment  on  the   due   date. 
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That  the  great  majority  scrupulously  adhere 
to  the  compact,  is  a  fact  which  can  hardly 
be  disputed.  There  is  nothing  corresponding 
to  cheques  in  native  banking.  The 
merchant  or  the  depositor  is  usually 
supplied  with  a  pass  book.  When  he 
wants  to  overdraw  or  to  draw  a  certain 
portion  of  his  deposits,  the  pass  book  is  sent 
to  the  bank,  and  the  amount  entered.  The 
merchant  receives  the  native  order,  or  cash, 
as  the  case  may  be,  the  bank  returning  to 
him  the  pass  book.  If  the  merchant  should 
repudiate  the  transaction,  and  destroy  the 
pass  book,  the  bank  has  no  hold  upon  him, 
not  even  a  scrap  of  a  signature  —  even  in 
the  case  of  transactions  involving  hundreds  of 
thousands  of  taels. 

Although  latterly  the  methods  and  progress 
of  banking  have  stood  at  a  standstill  and, 
in  a  few  instances,  degenerated  into  sonje  of 
the  banks  adopting  questionable  methods,  the 
Chinese  were  no  doubt  well  aware  of  the 
utility  of  banking  to  trade.  From  time 
immemorial  the  nation  has  been  accustomed 
to  do  a  business,  immensely  large  compared 
to  the  specie  it  had.  Long  before  the  idea 
of  using  paper  currency  was  ever  mooted  in 
Europe  China  had  paper  notes,  to  such  an  extent 
that  Marco  Polo  was  wrapt  in  admiration  at 
the  manner  in  which  the  Chinese  government 
was  able  to  create  money  out  of  nothing.  The 
fundamental  idea  of  trade  and  questions 
connected  with  money  is  truct;  and  in 
spite  of  all  that  might  be  alleged  to 
detract  from  either  the  character  or  the 
business  methods  of  the  Chinese,  few 
could  con4irovert  the  fact  that  the  traders 
were  possessed  of  an  integrity  which  might 
weJl  be  the  envy  of  the  traders  of  any  other 
nation  in  the  world. 
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In  modern.  European  countries,  practically 
the  whole  wealth  of  the  nation,  except  such 
of  its  coins  as  are  kept  by  the  very  poor 
people  and  a  portion  of  the  bullion  that 
is  used  in  the  arts,  is  permitted  to  serve  the 
purposes  of  commerce.  Most  of  the  gold  that 
there  is  in  the  United  Kingdom,  except  those 
coins  which  are  actually  in  circulation,  are 
available  for  the  reserves  on  the  basis  ■  of 
which  the  banks  are  able  to  give  credit,  and 
thus  help  the  expansion  of  trade.  In  China, 
on  the  other  hand,  the  banks  have  had  no 
such  help.  The  wealthy  man  kept  his  hoards 
in  the  house  or  buried  under  his  barn;  unless 
he  himself  did  banking  or  some  other  business, 
either  alone  or  in  co-operation  with  someone 
else,  he  rarely  brought  out  his  wealth;  he 
rarely  left  his  money  in  the  hands  of  a  bank 
or  any  other  public  institution,  so  that  the 
wealth  may  be  used  for  the  benefit  of 
trade.  ,  The  banks  naturally  had  largely  to 
depend  upon  their  own  capital  and  the  a'dditional 
resources  which  they  obtained  in  the  shape  of 
the  turnover,  which  the  traders  who  dealt 
with  it  helped  to  augment  or  decrease.  In 
view  of  the  fact  that  at  all  periods  in  the 
history  of  Chinese  banking  credit  has  always 
been  clean,  it  is  not  a  far-fetched  conclusion 
to  arrive  at  that  the  business  of  a  bank  was 
not  on  the  basis  of  its  reserves  in  specie,  but 
on  the  character  and  credit  of  the  banker 
concerned.  If  the  banker  had  a  good  name, 
and  if  he  was  known  to  meet  his  obligations, 
he  might  issue  more  credit  to  his  dealers, 
and  his  orders  were  accepted  without  question 
by  other  native  banks  and  merchants;  and  as 
in  commerce  generally  there  was  a  very  strict 
probity,  it  rarely  brought  about  a  situation 
which  the  bankers  might  have  to  regret, 
except  under   exceptional  stress  of  circumstances. 
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The  conduct  of  business  in  the  fashion  in 
which  banking  was  carried  on  was  certainly 
unsound  in  principle,  judged  by  the  canons 
of  modern  European  banking;  but  it  should 
not  be  forgotten  that  this  scheme  has  worked 
wonders  in  China,  and  the  application  of  the 
strict  modern  methods  of  banking  would  have 
almost  paralyzed  trade. 

Foreign  Banks. 

Unlike  other  countries,  China  has  not 
only  to  reckon  with  the  native  banks,  but 
also  the  foreign  banks,  whose  main  business 
is  concentrated  in  the  treaty  ports.  Commerce 
in  China  depends  more  upon  the  foreign 
banks  than  upon  the  native  banks.  Beyond 
the  ports,  the  functions  of  the  native  bank, 
vis  a  vis  commerce,  cease.  At  the  ports, 
and  in  relation  to  foreign  countries,  the 
foreign  bank  comes  in  as  an  important  factor. 
The  foreign  trade  of  the  country  is  immensely 
vast  as  compared  with  the  purely  local  trade, 
and  the  foreign  obligations  of  the  Chinese 
government  are  sufficiently  potent  factors  to 
make  the  business  of  the  foreign  banks 
of  more  importance  to  the  trade  than  that 
of  the  native  banks.  With  the  progress  of 
time  the  foreiga  banks  have  constituted 
themselves  not  only  the  purveyors  of  money 
to  the  Government,  when  it  is  in  difficulties 
from  time  to  time,  but  also  purveyors  of 
capital  for  the  trade  and  business  of  the 
native  banks.  Whatever  might  have  been  the 
state  of  the  wealth  of  the  country  in  the  ancient 
times,  it  is  however  a  fact  that  during  recent 
times  the  native  banks  have  been  enabled  to 
do  the  large  business  they  have  been  conducting, 
mainly  on  account  of  the  financial  help  rendered 
by  the   foreign  banks. 
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The  foreign  banks  have  large  deposits,  and 
have  large  sums  passing  through  their  hands, 
and  as  there  is  always  a  surplus  beyond  the 
amount  needed  for  purposes  of  trade,  they 
are  glad  to  utilize  it  in  the  best  possible  fashion. 
They  supply  capital  to  the  native  banks 
through  the  medium  of  what  are  known  as 
chop  loans,  or  what  would  be  called,  in  European 
banking  parlance,  call  money.  From  day 
to  day,  according  to  their  needs  and  according 
to  their  standing  both  in  trade  and  in  relation 
to  the  foreign  banks,  the  several  native  banks 
obtain  whatever  money  they  needed  from  the 
foreign  banks,  and  this  enables  them  to  do  a 
very  vast  amount  of  business.* 

The  relations  between  the  foreign  and 
the  native  banks  are  more  intricate  and 
intimate  than  is  evident  by  the  chop  loans. 
In  a  previous  chapter  I  explained  the  process 
by  which  a  merchant  in  the  interior  buys 
goods  from  the  ports  or  a  merchant  in  the 
interior  sells  his  produce  to  the  foreigner  at 
the  ports  for  export.  I  left  it  where  the 
native  dealer  paid  the  native  order  and 
obtained  delivery  of  the  goods,  or  the  foreign 
merchant  paid  his  cheque  and  obtained  produce 
like  tea  or  silk.  The  transaction  then  was  not 
altogether  complete. 

Now  what  follows  is  this.  The  local 
dealer  pays  his  native  order  to  the  foreign 
merchant  and  receives  his  goods.  The  foreign 
merchant  sends  the  native  order  to  the  bank 
to  place  the  amount  to  his  credit.  The  foreign 
bank  does  not  altogether  treat  this  as  money; 
it  only  undertakes  to  collect  this  amount  on 
behalf    of    the    foreign    merchant,    provisionally 

*  Since  the  failure  of  some  of  the  Native  Banks  to  meet  their 
obligations  in  1911,  the  foreign  banks  do  not  give  chop  loans.  But 
they  still  lend  money  to  native  '  banks,  for  without  the  help  of 
foreign    banks,    native    banking    is    almost    impossible. 
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placing  the  amount  to  his  credit.  Now,  if 
every  native  order  paid  into  the  foreign  banks 
were  collected,  it  would  end  in  a  disorganization: 
of  commerce;  but  the  banks  have  a  way  of 
setting   oS   the   amounts   due  to  them. 

The  seller  of  the  produce  receives  his 
cheques  from  the  foreign  merchants  and 
naturally  he  pays  his  cheques  into  the  native 
banks.  The  native  banks  send  in  the  cheques 
received  by  them  for  collection  to  the  foreign 
banks  and  a  sort  of  clearing  house  arrangement 
is  kept  up  by  which  the  amounts  of  the  cheques 
of  the  foreign  merchants  are  set  off  against 
the  -amounts  due  to  foreign  merchants  and 
banks  on  native  orders,  and  the  accounts 
balanced.  By  this  means  the  unnecessary 
movement  of  silver  is  obviated.  As  a  rule 
it  has  been  found  that,  except  under 
exceptional  circumstances,  the  accounts  more 
or  less  balance  each  other. 

Exchange. 

This,  of  course,  completes  the  silver  end 
of  all  business  in  China,  but  the  transaction 
is  not  complete  until  the  gold  exchange  has 
been  finally  fixed.  We  know  that  the  merchant 
in  the  interior  pays  in  silver  for  the  goods 
that  the  dealer  in  the  ports  buys  in  gold. 
We  know  also  that  the  foreign  merchant 
pays  in  silver  for  the  produce  that  he  or  his 
principal  at  home  sells  in  gold.  It  is  an 
interesting  subject  for  inquiry  how  far  the 
merchants  engaged  in  China  trade,  Chinese 
or  foreign,  influence  the  ratio  of  exchange 
between  gold  and  silver.  That  they  do 
exercise  a  powerful  influence  is,  however,  a 
statement  of  fact. 

If,  for  instance,  there  is  a  large  business 
in     imports,    as    all    the    amounts    due    on    the 
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yiilue  of  the  imported  goods  have  to  be  paid 
to  the  exporting  countries  in  gold,  the  result  is 
that  there  is  a  great;  demand  for  gold  from  China, 
and  the  value  of  gold  rises.  That  means  to 
say,  the  more  the  business  in  imports  the  more 
silver  is  paid  in  to  be  exchanged  for  gold,  and 
the  value  of  gold  rises^^of  course,  other  conditions 
being  equal.  In  other  words,  the  exchange 
value  of  gold  in  relation  to   silver  increases. 

If,  one  the  other  hand,  there  is  a  large 
:  export  trade  froni  China,  a  large  amount  of 
silver  has  to  be  paid  in  China  and  the  gold 
that  is  paid  for  this  produce  in  other  parts 
of  the  world  has  to  be  converted  into  silver; 
the  more  the  gold'  that  is  offered  the  larger 
becomes  the  value ,  of  the  silver  in  relation 
to  gold.  In  other  words,  the  exchange  value 
of  gold  in  relation  to  silver  decreases. 

But  in  the  ordinary  course  of  business 
there  is  never  a  contihuous  stream  of  imports  or 
exports.  If  on  one  day  import  goods  are 
sold  for  a  quarter  million  pounds,  on  the 
same  day  there  is  perhaps  export  business  for 
about  £200,000.  But  sometimes,  for  a  while, 
there  may  be  a  big  ..business  in  imports  while 
exports  are  practically  nil.  During  that  period  it 
naturally  happens,  •other  things  being  equal, 
that  the  gold  value  of  silver  depreciates, 
the  larger  the  volume  of  imports  and  the 
longer  it  is  not  balianced  by  exports.  If  for 
a  considerable  period  there  are  only  exports 
with  practically  no  imports,  the  demand  for 
silver  increases  with  every  day;  and  when 
it  is  not  balanced  by  the  demand  for  gold, 
the  result  is  that  the  gold  value  of  silver 
increases.  Usually  the  demand  for  silver  is 
set  off  to  a  large  extent  by  the  demand  for 
gold,  and  the  rate  of  exchange  determines 
itself  according  as  there  is  a  surplus  or  not 
of  the  demand  for  gold  or  silver. 
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The  great  basis  of  international  indebtedness 
is  foreign  trade,  and  foreign  exchanges  come 
into  play  in  a  larger  magnitude  than  local 
exchanges  in  regard  to  the  foreign  trade  of 
this  country.  Exchange  is  the  method  by 
which  the  mutual  indebtedness  of  nations, 
either  by  way  of  trade  or  by  way  of 
government  credit,  is  paid  off  and  cancelled. 
The  whole  trade  in  imports  and  exports,  or 
practically  the  whole  of  the  vast  transactions, 
is  settled  by  exchange.  The  exports  of  China 
are  principally  raw  materials.  China  has 
to  obtain  manufactured  articles  from  abroad 
which  she  cannot  produce  herself,  such  as 
piece  goods,  metals,  locomotives,  etc.  She 
sends  away  raw  produce  such  as  raw  silk, 
tea,  and  such  commodities  as  she  is  best 
able  to  produce. 

Commerce  is  certainly  an  exchange  of 
commodities  for  commodities.  Like  every 
other  country,  China  keeps,  so  to  say,  a 
trading  account  with  the  rest  of  the  world — 
an  account  which  she  debits  with  what  she 
gives  and  credits  with  what  she  receives. 
There  must  be  an  agency  through  which  this 
debiting  and  crediting  is  performed.  Just 
as  the  Bank  of  China  as  well  as  the  native 
banks,  serve  as  the  mediums  of  exchange 
between  one  province  to  another,  or  between 
the  interior  marts  and  the  ports,  the  foreign 
banks  serve  a  similar  purpose  as  between 
China  on  the  one  hand  and  foreign  countries 
on  the  other.  Just  as  the  balancing  of  accounts 
between  one  province  and  another,  or  even 
between  one  place  and  another  in  the  same 
province,  has  to  be  reckoned  on  the  differences 
of  the  local  exchanges,  so  the  trade  between 
China  and  the  foreign  countries  has  also  to 
depend  upon  exchange  between  gold  and 
silver     for      settlement.        The      settlement     is 
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simplified  much  more  by  the  functions  and 
methods  of  the  foreign  banks  —  as  regards 
the  actual  use  of  money;  but  it  is  complicated 
by  the  several  factors  that  combine  to  fix  the 
ratio  of  the  values  of  gold  and  silver. 

Gold  and  Silver. 

As  I  have  briefly  explained  already,  the 
whole  trade  of  China  is  practically  with 
countries  which  have  a  gold  or  gold  exchange 
standard.  No  doubt,  the  gold  standard  came 
into  general  vogue  only  between  the  sixties 
and  seventies  of  the  last  century;  but  since 
that  period  almost  all  countries  that  have  a 
large  volume  of  trade  use  almost  exclusively 
the  gold  standard,  except  in  the  case  of 
countries  like  India,  Java,  or  the  Straits 
Settlements,  where  they  have  what  is  known 
as  the  gold  exchange  standard,  which,  for 
all  practical  purposes,  is  equally  as  efficient 
as  the  gold  standard.  The  gold  exchange 
standard  supposes  that  gold  coins  are  not 
actually  in  circulation,  but  that  the  currency, 
including  bank  notes  and  government  currency 
paper  is  only,  or  at  least  chiefly,  maintained 
at  par  by  a  gold  reserve  abroad — silver  coins 
being  only  token  money. 

The  position  with  regard  to  China  trade 
is  as  follow  :  The  Chinese  merchant  or  dealer 
has  only  silver  to  pay  for  the  goods  that 
are  manufactured  and  sold  by  the  foreign 
merchant,  on  the  basis  of  a  gold  price.  The 
Chinese  dealer  has  no  use  for  the  gold  that 
is  paid  for  his  produce  in  other  countries, 
and  the  foreign  dealer  has  necessarily  to  pay 
in  silver.  If,  as  in  the  first  half  of  the 
19th  Century  in  Europe,  it  were  possible  to 
maintain  a  fixed  ratio  between  gold  and 
silver  —  of   course,    with   slight   variations  —  the 
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process  of  trade  in  this  country  would  not 
be  so  complicated  as  it  has  been,  or  as  it 
remains  to-day .■  The  volume  and  nature  of 
the  trade  here  has  certainly  a  very  far-reaching 
influence  on  the  ratio  of  the  value  between  gold 
and  silver;  but  there  are  also  other  factors 
which  are  beyond  local  control.  There  is, 
first  of  all,  the  ratio  of  the  production  of 
gold  and  silver.  About  forty  years  ago  the 
proportion  of  silver  production  was  immensely 
larger  than  that  of  gold;  but  then  silver  was 
still  the  medium  of  exchange  or  the  measure 
of  value  in  most  countries,  although  gold  was 
also  employed.  Owing  to  scarcity  of  the 
latter  metal,  the  employment  of  it  for .  actual 
purposes  of  trade  was  very  limited  and  the 
main  uses  of  gold  were  for  the  arts.  When 
silver  was  dethroned,  for  very  proper  reasons, 
as  a  measure  or  even  a  co-measure  of  value 
with  gold,  the  loss  of  prestige  of  the  white 
metal  naturally  led  to  its  depreciation  in 
value.'  At  the  same  time,  owing  to  the 
discovery  of  new  mines,  especially  in  Mexico 
and  in  certain  parts  of  the  United  States 
and  Canada,  more  silver  was  being  mined 
than  was  ever  thought  possible  only  a  few 
years  previous.  The  production  of  gold  was 
also  increasing,  especially  since  the  success 
of  the  pioneers  in  South  Africa  and  Australia; 
but  gold  having  become  the  standard  of 
almost  all  great  countries,  the  increase  in 
production  was,  in  the  earlier  years,  more 
or  less  commensurate  with  their  needs.  With 
silver,  however,  the  case  was  different.  The 
production  was  increasing  largely,  while  the 
use  of  it  was  beginning  to  be  more  and 
more  confined  to  the  arts  and  token  coins. 
Currency  is  certainly  the  main  usg  for  precious 
metals  like  gold  and  silver.  While  gold  was 
being    given    in    coin   or   in   bullion   practically 

244 


EXCHANGE   AND  BANKING 

on  the  basis  of  weight  for  value,  silver 
gradually  deteriorated,  only  serving  the  purpose 
of  token  coins — the  result  Being  that  the 
difference  between  the  value  and  weight  of 
the  coins  was  very  considerable  and  operated 
against  the  use  of  silver  as  a  precious  metal. 
It  is  but  natural,  in  the  circumstances,  that 
the  value  of  silver  in  relation  to  gold  should 
decrease.  The  ratio  of  value  was  almost 
determined  for  a  while  on  the  increase 
or  decrease  of  production  of  the  two  metals 
. — although  two  big  countries  like  India  and 
China,  besides  Japan  and  most  South 
American  countries  were  still  using  silver  as 
the  sole  standard  of  value.  When,  however, 
India  became  a  gold  exchange  standard 
country  by  legislation^  and  the  gold  standard 
was  adoj)ted  by  Japan,  the  only  countries 
that  remained  wedded  to  the  silver  standard 
were  China  and  some  of  the  backward 
South  American  States.  The  trade  of  these 
countries  was  a  very,  very  small  fraction  of 
the  total  commerce  of  countries  that  had 
irrevocably  settled  upon  gold  as  the  standard. 
The  countries  having  gold  standard  were,  for 
various  oth6r  reasons,  developing  fast  as  great 
manufacturing  countries.  It  is  but  natural, 
therefore,  that  they  should  sell  their  goods  not 
only  for  gold,  but  also  attempt  to  get  as  much 
silver  as  possible  for  the  gold.  Consequently 
the  Haikwan  tael,  which  was  worth  6/8  in 
1864,  and  had  the  same  value  for  nearly  sixty 
years  previous,  depreciated  to  about  5/7| 
1884,  3/2f  in  1894,  2/lOf  in  1904,  and  3/0|  in 
1913 — of  course  with  constant  variations.  The 
trend  has  thus  been  towards  the  reduction  in 
the  value  of  silver.  I  do  not  suggest  that 
this  was  the  sole  cause  of  the  depreciation  of 
silver.  Especially  in  China  trade,  a 
number    of   other    causes     conspired     to     bring 
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about  a  situation  wherein  the  value  of  silver 
which  the  Chinese  held  was  reduced  by 
nearly  60  per  cent,  during  the  past  fifty  years. 
As  the  basis  of  exchange  is  the  price  of 
silver  in  gold,  I  think  it  necessary,  before 
proceeding  further,  to  discuss  the  factors 
that  affect  the  value  of  silver.  The  most 
important  of  all  factors  is  the  production 
of  silver.  If  in  a  certain  year  the  ratio 
of  the  production  of  silver  and  gold  is  largely 
in  favour  of  the  former,  it  follows,  as  a  matter 
of  course,  that  the  gold  value  of  silver 
depreciates.  I  do  not  refer  to  the  silver  value 
of  gold,  for  the  simple  reason  that  it  is 
fruitless  to  confuse  my  readers  when  it  is 
well  known  that  gold  has  a  fixed  value, 
settled  both  by  law  and  custom,^  which  silver 
has  not.  For  instance,  in  the  early  months 
of  1914  the  value  of  silver  stood  at  a  fairly 
reasonable  level,  mainly  because  of  the 
restriction  of  production,  especially  from  the 
mines  of  Mexico,  on  account  of  the  unsettlement 
in  that  country.  Next  comes  the  demand  for 
silver;  and  there  is  a  demand  for  this  metal 
quite  as  much  as  there  is  for  wheat  or  rice, 
because  silver  is  just  as  much  a  commodity. 
If  in  one  year  the  use  of  silver  for  the  arts  is 
largely  increased  owing  to  special  circumstances, 
the  natural  result  is  the  appreciation  of  its 
value  in  gold,  as  a  matter  of  course;  or,  as 
it  happened  in  1907  and  1912,  if  some 
government  or  other  purchases  large  amounts 
for  purposes  of  coinage,  the  value  of  the  m,etal 
increases,  in  proportion  to  the  additional 
demand.  In  this  connexion  it  is  as  well 
to  mention  that  although  silver  is  no  longer 
the  standard  except  in  a  few  countries,  there 
is  a  very  large  use  of  this  metal  for  coinage, 
especially  for  token  coins;  and,  as  in  the  case 
of    other    commodities,    the   usual   demand    for 
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this  purpose  is  very  well  gauged  :  any  increase 
or  decrease  in  such  demand  reflects  itself  on 
the  value  of  silver.  The  next  and  equally 
potent  factor  is  the  nature  of  the  trade 
between  the  silver  using  countries  and  the 
rest  of  the  world.  When  the  silver  using 
countries  are  able  to  sell  large  quantities  of 
their  produce  to  the  rest  of  the  world, 
they  have  to  be  paid  in  silver,  and  the  result 
is  naturally  to  increase  the  value  of  silver. 
If,  on  the  other  hand,  the  gold  standard 
countries  are  able  to  have  a  very  large  trade 
in  their  manufactures  with  the  silver  using 
countries,  the  result  is  that,  as  the  silver 
using  countries  have  to  pay  gold,  the  value  of 
silver  depreciates.  It  is  not  worth  while  in 
this  connexion  to  discuss  in  detail  operations 
like  the  Guggenheim  silver  corner  in  1907 
or  the  corner  of  the  Indian  Specie  Bank  in 
1910-1913,  although  these  factors  are  known 
to  have  had  considerable  effect  on  the  rise 
or  fall  in  values. 

Exchange. 

I  stated  that  exchange  between  gold  and 
silver  is  settled  on  the  basis  of  the  value  of 
silver;  but  other  factors  have  also  an  equally 
potent  influence.  If,  for  instance,  owing  to 
a  reduction  of  output  in  Mexico,  or  a  corner 
in  London  or  Bombay,  the  value  of  silver 
rises,  it  does  not  inevitably  follow  that  the 
rate  of  exchange  in  China  also  rises.  It 
may  so  happen  that  on  the  same  occasion  there 
might  be  a  roaring  import  trade  in  China, 
with  practically  no  exports  at  all.  The  result 
will  naturally  be  a  lowering  of  the  silver 
values,  which  will,  of  course,  react  upon 
other  markets.  It  is  well  known  that,  especially 
in  exchange,  no  market  can  operate  by 
itself,      unaffected      by      conditions      elsewhere. 
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Every  market  has  to  take  stock  of  ^  conditions, 
in  othe.r  parts  of  the  world,  and  it  has  no 
option  but  to  move  or  regulate  it^lf  accordingly., 
Again,  of  course,  one  has  to  consider  the 
position  of  the  reserves  of  the  banks  in  a  country- 
like  China,  where  they  have  to  be  kept' in  silver ; 
and  the  position  of  the  reserves  of  the  banks 
has  certainly  a  temporary  influence  on  *  the 
rise  or  fall  in  values. 

Demand. 

A  description  of  the  details  of  the 
exchange  operations  is  extremely  interesting, 
and  the  nature  of  the  trade  carried  on  in 
this  country  cannot  be  properly  understood 
if  I  one  does  not  pay  sufficient  attention  to 
these  operations.  Supposing,  for  instance,  a 
dealer  has  bought  £200,000  worth  of  Black 
Italians,  which  he  has  sold  for  a  certain 
amount  of  taels  to  a  merchant  in  Chengtu^ 
By  this  transaction  he  is  perforce  obliged  to 
buy  gold  for  the  value  of  the  goods.  The 
merchant  looks  forward  to,^  not  only  making 
a  profit  on  the  sale  of  the  goods  to  the  dealer 
in  Chengtu,  but  also  in  the  buying  of  gold 
which  he  has  to  pay  to  the  foreign  merchant. 
It  is  an  ideal  situation,  of  course,  when  a 
merchant  profits  in  both  these  directions. 
Usually  he  expects  to  gain  in  one  or  the 
other,  or  sometimes  even  to  set  off  a  loss  in 
one  by  a  profit  in  the  other.  The  bank  is 
approached  for  the  purchase  of  gold;  and 
the  transaction  between  the  bank  and  the 
dealer  may  simply  be  explained  as  follows : 
The  dealer  asks  the  bank  how  much  silver 
it  will  require  to  sell  him  £200,000  sterling, 
say,  three  months  hence.  The  bank  takes 
stock  of  the  situation  and  offers  to  sell  him 
at   a    certain    price.       If     this     price     is     less 
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than  the  amount  due  from  the  merchant  in 
Chengtu,  he  makes  a 'profit;  if  this  price  is 
more  than  the  amount  due  from  the  merchant 
in  Chengtu,  he  sustains  a  loss.  This  transaction, 
is  usually  known,  in  'banking  parlance  as 
demand,  or  demand  for  gold.. 

The  bank  usually,  when  it  commences 
operation  for  the  day,  has  a  certain  rate  of 
exchange.  If  on  a  certain  day  there  is  a 
very  large  demand  or  a  very  large  sale  of 
foreign  goods  to  the  Chinese, ,  and  the  Chinese, 
want  to  buy  gold  in  order  to  pay  off  their 
indebtedness  to  the  foreign  merchant,  with 
every  further  demand  for  gold  the  value 
of  gold  rises.  It  is  just  on  the  same  principle 
as  the  trade  in  any  commodity;  when  there 
is  a  large  demand  the  value  of  it  inevitably 
increases,  unless  there  are  other  peculiar 
causes  militating  against  this  natural  trend. 
So  the  dealer  who  follows  the  one  who  has 
feought  £200,000  of  gold  is  not  likely  to  get 
the  same  rate,  as  by  the  first  transaction  the 
value  of  gold  has  increased.  The  result  is 
■that  the  banks  put  down  the  rates,  or,  in 
other  words,  they  state  that  for  the  same 
quantity  of  gold  the  next  man  would  have  to 
pay  a  slightly  larger  amount  of  silver  than  the 
man  who  bought  the  first  £200,000.  If 
*•  again  another  transaction  of  the  same  nature 
follows  the  second  one,  the  result  is  a  still 
further  depreciation  of  silver.  Thus,  in  banking 
parlance,  owing  to  a  large  demand,  rates  go 
down.  If  the  day  after  this  and  for  a 
considerable  period,  the  business  consists 
entirely  of  sales  of  foreign  goods  and, 
consequently,  consists  exclusively  of  the 
buying  of  gold,  the  inevitable  result,  other 
things  being  equal,  will  be  the  fall  in  the 
gold  value  of  silver  in  proportion  to  the 
increase   in   the  demand   for  gold. 
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Export   Paper. 

It,  however,  rarely  happens  that  only 
.gold  is  in  demand  all  the  time.  It  is  an 
axiom  that  no  country  in  the  world  can 
buy  or  sell,  exclusively.  If  it  goes  •  on  buying, 
there  will  come  a  time  when  thete  should 
be  a  halt,  owing  to  the  natural  laws  of 
economics.  If  it  goes  on  selling,  there  will 
also  come  a  time  when  the  nation  that  buys 
goods  of  the  country  gets  a  surfeit  of  it  or 
is  unable  to  meet  the  debt  incurred  for  the 
purchase  of  the  goods— ^except  by  selling  its 
own  produce  or  manufactures.  It  does  not 
always  happen  that  the  buying  of  one 
country  from  another  is  always  balanced  by 
its  sales  to  it.  There  is  invariably  a  balance  on 
one  side  or  the  other,  which  is  adjusted 
either  by  the  despatch  of  specie  or  by  balancing 
the  credit  or  the  debit  with  the  debit  or  the 
credit  of  a  third  nation.  As  it  is  thus 
inevitable  that  China  should  sell  its  goods 
if  it  has  to  go  on  buying,  exchange  transactions 
also  follow  upon  the  wake  of  its  sales.  With 
every  sale  of  produce  there  is  also  a  sale 
of  gold;  that  means  to  say  that  the  country 
which  buys  goods  from  China  has  to  pay  it 
in  silver,  and  as  almost  all  countries  trading 
with  China  are  gold  standard  countries,  they. 
have  to  sell  their  gold  in  order  to  obtain 
the  silver  needed  for  the  payment  of  the  produce 
they  obtain  from  China.  The  transaction 
with  the  banks  may  be  briefly  stated  as 
follows :  The  foreign  merchant  pays  a 
certain  amount  to  the  Chinese  dealer  for  a 
certain  purchase.  He  buys  tea  or  silk  and 
draws  a  cheque  on,  or  obtains  credit  from, 
the  bank  for  the  amount  he  has  to  pay 
to  the  Chinese  dealer.  The  goods  are  sent, 
say  to  New  York    or    London,    the    documents 
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are  given  the  bank,  and  the  transaction  is 
put  to  the  bank  thus :  A  certain  amount  of 
gold  will  be  paid  to  you  on  a  certain  date 
In  New  York  or  London  by  the  merchant 
receiving  these  goods.  You  have  my 
documents,  and  the  credit  of  the  merchant 
in  New  York  or  London  is  good.  Now,  how 
much  in  silver  will  you  pay  for  the  amount 
tiiat  you  would  receive  in  gold  at  a  future  date. 
The  bank  states  a  certain  amount.  If  this 
amount  is  more  than  that  which  the  foreign 
merchant  paid  the  dealer  for  the  purchase  of 
the  goods,  then  he  makes  a  profit;  if  this 
amounts  is  less  than  that  which  he  paid  to  the 
dealer,  then  he  makes  a  loss.  Supposing  then 
that  another  merchant  follows,  and  wants 
silver  for  gold.  Naturally  the  bank  will 
not  be  able  to  pay  the  same  amount  of  silver 
for  the  gold  that  the  second  merchant  offers. 
As  there  is  a  larger  demand  for  silver  with 
every  succeeding  transaction,  the  more  the 
business  in  exports  the  greater  becomes  the 
value  of  silver.  In  banking  parlance  this 
is  called  the  offering  of  export  paper;  and 
it  would  be  stated  that  on  a  certain  day 
there  was  a  large  amount  of  export  paper 
and  naturally  the   rates  went  up. 

Cover. 

It  is  not  to  be  taken  of  course  that  with 
every  isolated  transaction,  for  however  large 
amounts,  the  ratio  of  the  value  of  silver  to 
that  of  gold  is  always  moving  up  or  down. 
With  every  day,  and  sometimes  with  every 
hour,  during  great  stress  of  business,  the 
banks  watch  how  the  demand  and  export 
paper  are  being  balanced,  and  the  rates 
would  incline  to  strength  or  weakness  as 
there   is    more    of    export     paper     or     demand. 
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The  business  in  one  place  like  Shanghai  does 
not  exclusively  affect  the  rates,  although  it 
should  not  be  forgotten  that  Shanghai  is  the 
money  ceptre  of  this  country.  The  banks 
have  information  from  the"  different  poriig  as 
to  the  nature  of  the  business  in  each  place. 
If,  for  instance,  there  is  a  big  export  trade 
going  on  in  Tientsin,  Hankow,  Newchwang 
and  other  ports,  while  on  the  other  hand 
there  is  a  tolerably  -  good  import  trade 
going  on  in  Shanghai,  the  banks 
compare  the  extent,  volume,  and  nature 
of  the  trade  in  above  ports  with  that 
of  Shanghai.  If  the  total  import  trade 
of  Shanghai  is  larger  than  the  total 
of  the  export  trade  of  the  ports  aboveT 
mentioned,  naturally  the  rate^  will  becotaie 
weaker,  in  spite  of  the  fact  that  there  As  a 
certain  amount  of  demand  for  silver.  If  on 
the  other  hand  the  trade  in  the  above  ports 
is  larger  than  the  total  of  Shanghai  the  rates 
•will be  strong  in  Shanghai,  in  spite  of  the*  fact 
that  business  in  the  latter  place  is  almost 
exclusively  in  demand.  Let  alone  the  ports 
in  China,  the  monetary  situation  and  the 
trade,  not  only  in  the  near-by  countries  like 
the  Straits  Settlements  and  Japan,  but  also 
in  the  distant  parts  of  the  world,  have  a  very 
large  bearing  on  business  in  exchange.  If 
there  is  a  large  export  trade  in  Jndia,  ,it  is 
inevitable  that,  in  spite  of  the  fact 
that  India  is  a  gold  exchange  standard 
country,  the  consumption  of  the  sUver 
coin  —  which  is  the  only  coin  in ,  use 
— increases,  and  that  inevitably  strengthens 
silver.  The  strength  of  -silver'  means 
a  rise  in  the  rate  of  exchange  —  even 
although  the  position  in  China  at  the  tooment 
may  be  one,  in  which  there  is  little  export  and 
big  demand., 
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Exchange  Speculations. 

I  have   stated  the  main  principles  on  which 
the  rates  of    exchange    vary    from   day    to    day 
— and    sometimes  from   hour  to  hour.       But   it 
is  an  unfortunate   fact  that   speculation,  besides 
the   reserves  of   the    banks,    play    a    very   great 
part  in  bringing    about   a    change  in  the  rates. 
On   a  previous  occasion    I    mentioned    that    the 
dealer    in    China,   foreign  or  Chinese,   not   only 
trades    in     commodities    but    also    in    silver    or 
exchange.       There    is    a  very  large   speculative 
business,    to    a    certain    extent    encouraged     by 
the   banks    in    order   to    swell     the     volume    of 
their  business;   this  business  consists  mainly  in 
'Settlement   of    differences.       When    a   speculator 
buys     £50,000     at     a     certain     rate     for    three 
months,    he    engages    to    pay  a    certain   amount 
of   silver  at    the    stipulated  period   to  the  bank 
which   will   pay  him   the   £50,000  in  gold.       If 
at    the    stipulated    date    the    rate    of     exchange 
is  higher    than    that    at    which    he    engaged   to 
buy     the     £50,000,    he    would    have    to    pay    a 
larger  amount  in   silver  to  get  that  amount  in 
the  ordinary  course  of  events ;  but  he  only  pays 
the     difference,     and     the     transaction     results 
in  a  loss   to  him.      If,   on  the  other  hand,   the 
rate  of  exchange  at  the  stipulated  date  is  lower 
than    that    at    which    he    bought    that    amount, 
he    would    have    to     pay     a     less     amount     in 
silver,   in  the   ordinary    course    of    events;    but 
the      practice      is     that      the      transaction     is 
closed  by  the  bank  paying  him   the   difference, 
the    result   in    this    case,    being    a    gain    to    the 
speculator.        Similarly,     if    a    speculator     sells 
a  certain  amount  at  a  certain  rate,  he  engages 
to    pay    a    certain    amount  in  gold  and  receive 
a  fixed   amount  in   silver.        If  on  the  date   of 
maturity    of    the    contract  the  rate  of  exchange 
is     lower     than     that     of     the     contract,     the 
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speculator  has  to  give  more  gold  for  the 
same  amount  of  silver,  and.  the  transaction 
is  settled  by  his  paying  the  difference  in  silver 
to  the  bank.  Or  if  at  the  date  of  maturity 
the  rate  of  exchange  is  higher  than  that  of 
the  contract,  the  bank  has  to  pay  more  silver 
for  the  same  amount  of  gold,  and  the  business 
is  completed  by  the  bank  paying  the  difference 
to  the  speculator — also  in  silver — who  proJBts 
by  the  transaction.  The  speculative  business, 
which  is  almost  the  bane  of  trade  in'  China, 
is  not  regulated  by  the  trade  of  the  country : 
it  partakes  more  or  less  of  the  nature  of 
gambling.  The  speculator,  however,  just  as 
much  as  the  bank,  considers  the  situation, 
and  if  there  is  likely  to  be  a  big  export  or 
a  large  increase  in  the  value  of  silver  from 
any  cause  whatsoever,  he  generally  sells 
sterling.  If,  on  the  other  hand,  there  is  likely 
to  be  a  big  import  trade,  or  the  value  of 
silver  is  likely  to  depreciate  from  any 
cause  whatsoever,  he  generally  buys  sterling. 
But  the  unfortunate  fact  is  that  these  sales 
and  purchases  have  to  be  covered;  so  if 
a  speculator  buys  £200,000,  he  has  to  sell  the 
same  amount,  because  this  is  a  transaction 
for  differences  only,  and  one  could  not  be 
completed  without  the  other.  The  eSect  of 
the  speculation  on  trade  is,  therefore,  not 
healthy.  If,  for  instance,  during  a  certain 
day  or  a  period  there  is  a  big  import  trade 
and,  consequently,  a  big  demand,  and  supposing 
during  that  period  the  speculators  sell  heavily 
in  the  expectation  of  a  big  rise  in  exchange 
at  a  future  date,  the  result  is  that  they  interfere 
with  the  proper  course  of  exchange  and 
disorganize  business.  In  silver,  as  in  other 
commodities,  the  position  in  one  part  of  the 
world  affects  the  position  elsewhere.  The 
effect     of     these      speculative     purchases     and 
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sales  tends  to  change  the  trend    of   the    proper 
course   of  values. 

Banks'   Reserves. 

Another    factor    which    has    a    considerable 
influence    on    the    course    of    exchange     is     the 
steps    taken    to    regulate   the    reserves     of     the 
banks,    which   have   to   be  kept  in   silver.       If, 
as     during    the    latter    part    of    1912,    or    early 
in  1914,  the  banks  are  stocked  with  an  enormous 
total    of    silver,  the  general  trend  is  to  depress 
exchange,    whatever    may     be     the     nature     of 
business,    or   other  factors    tending    to    increase 
the  value  of   silver.       But,   from   time  to  time, 
the    banks    have    to    look    after    their    reserves. 
If,    for  instance,   a  bank  has  a  heavy  stock  of 
silver,      and     the     business     it     obtains    is    all 
demand,     which     means     further      adding      to 
its    stock,    it     can     certainly    let    go    a   portion 
of   its    stock   of    silver    instead     of     keeping     it 
without      any      return;      it      naturally       offers 
this     amount    to    other    banks    that    may    need 
silver.       If,    on    the   other   hand,   another  bank 
has    not    a   big    stock   of     silver,     and     all     its 
business  happens   to    be   in    export  paper,  then 
it  has  to  obtain  silver  in  order  to  pay  it  out; 
so   that  bank  looks  to   some   other  bank   which 
will   be    able    to    sell    silver  to  it — as  it  is    not 
able   to    get   it   in    the    natural     course     of     its 
business.     The  banks  arrange  between  themselves 
to   buy  or   sell  according  to   their  needs.      Such 
a  course    to    regulate    the    reserves  —  caused    by 
the    transactions     of     commerce  —  is     perfectly 
justified,      and      is      taking      place      in      every 
country     which     can     claim     to     have     sound 
banking     institutions.        But    the    business    has 
unfortunately    degenerated    in    China.      Instead 
or     selling    or    buying     to     adjust     the     tradal 
situation,   the    foreign  banks   in    China   recently 
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began  to  indulge  in  speculation,  or  buying 
or  selling  on  future  chances  of  profit.  Thus 
it  happens  that,  even  although  there  is 
a  big  export  trade  at  a  certain  time,  a  bank 
may  have  bought  silver  heavily  from  another 
bank,  with  the  result  that  it  is  able  to  offer 
unduly  favourable  terms  just  for  the  purpose 
of  disposing  of  its  unnecessary  stock—and  thus 
bring  about  a  temporary  deadlock.  Of  course, 
these  reserve  adjustments  are  not  only  local 
but  have  also  reference  to  the  branches  and 
correspondence  of  these  banks,  not  only  in 
China,   but  in  other  parts  of  the  world. 

To  understand  the  significance  of  speculation 
among   foreign  banks  it  is   necessary    to    know 
the     positioS     and      the      extent     of     business 
available    for    them,    in    the    ordinary     routine 
of    trade.       It   is    generally    accepted    that    the 
number    and    branches    of    foreign     banks     are 
in  undue  proportion  to  the   extent   of   legitimate 
business    available.        Every    nationahty    wants 
to    have    its    own    banking     institution,     partly 
through    national    pride,    and    partly    with    the 
hope   that  the  existence   of  banks  would  bring 
about  an  increase  in  the  business  of  the   nation 
concerned.      Even  with   its   very   large   advance, 
the    total    velume    of  -  trade   in   China    is   only 
iust  about  that  of  a  small  country  like  Switzerland. 
It     is     inevitable,     therefore,    that    the    several 
banks    with    all    their    branches    can     certainly 
not   find    enough   to    do  — at   least    to     justify 
their    existence   in    such   large   numbers.       Had 
the     case,    been     otherwise,     they     would     not 
have    encouraged    the    speculation,    which    now 
forms  a  vej-y  large  portion  of  the  bulk  ot  tne 
business;       even       Chinese       speculation      was 
generally    not     sufficient     to     keep     the     banks 
Active    and    show    a  big   turnover;     hence     the 
large   volume    of   what  .is  known  as  mter-bank 
business.       The  great  majority  of  the  transactions 
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of  this  nature  has  become  more  or  less 
speculation — although  this  business  is  necessary 
and  justified  in  relation  to  the  adjustment  of 
reserves.  With  the  Chinese  speculation  and 
the  inter-bank  business  the  equilibrium  of 
trade  is  unduly  disturbed,  the  result  being  such 
as  to  restrict  the  free  flow  of  trade. 

Banking   and   Trade. 

Much  as  are  the  strictures  passed  against 
the  unsound  methods  of  native  banks  justified^ 
a  reference  to  foreign  banking  will  be 
incomplete  without  some  criticism  on  the 
nature  of  their  business.  The  insufficiency 
of  legitimate  business  leads  them  to  take 
risks  which  no  sound  banking  institution  in 
Europe  would  care  to  take.  While  in  the 
usual  course  of  events  the  operations  of  the 
banks  should  be  such  as  to  restrict,  if  not 
check,  sheer  gambling,  the  banks,  both  native 
and  foreign,  in  China  have  to  all  intents  and 
purposes  encouraged  it.  As  there  is  no  credit 
in  the  proper  sense  of  the  word  the 
transactions  are  certainly  legitimate,  at  least 
overtly  so.  I  stated  on  a  previous  occasion 
that  the  capacity  of  China  was  extremely 
exaggerated;  also  the  nationals  of  different 
countries  have  been  for  several  decades  vying 
with  each  other  to  sell  as  much  of  their 
goods  as  possible.  Later  on,  when  it  was 
found  that  the  sale  of  goods  on  purely  national 
lines  was  impossible,  when  an  Italian  found 
that,  if  he  set  up  a  business  only  to  sell  Italian 
goods  in  China,  the  probability  was  that  he 
might  sell  nothing  at  all,  the  competition 
became  personal,  instead  of  national.  When  it 
was  found  that  certain  goods  had  a  market 
every  merchant,  whether  he  belonged  to  the 
country  of  manufacture  or  not,  ordered  the 
same  kind  of  goods;   and  it  was   always  found 
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that,  with   the   increase   of  the  large  number  of 
unsound    dealers,    it    was    quite    easy    to    make 
contracts — whether    the    contracts   were   fulfilled 
or    not    in    the    end.       From  time   to   time  the 
market    was    glutted    with    goods.      As   a  rule, 
with    rare    exceptions,    the     foreign     merchants 
depended    on    the    banks    for    finance.        There 
are    few    firms    in    China    which    have    capital 
commensurate  with  the  business,    or   the  backing 
of    the    manufacturers    at    home    in    respect    of 
credit;  so,    practically  all   the  goods  that   arrive 
in    China,    not    to    speak  of  the  exports  which, 
for  a  time  at  least,  are  practically  all  financed 
by  the  banks,   are   dependent  upon  the   money 
supplied    by    them.       Especially    during   recent 
years  the  business  of  the  banks  in  this  respect 
has      been      immense,      and      owing      to      the 
unsound     competition     and     the     causes     that 
I    have    detailed    above,   it  was   found  that  the 
goods  were  not  easily  taken  up;  and  not  only 
had    the    banks     to     finance     the     goods,     but 
also    to    carry    them    over— in    many    cases    the 
banks  had  to   take  over,     for    all    intents    and 
purposes,    the    business    of    some  of   the   firms. 
It     is     true,     no     doubt,     that      the     ultimate 
responsibility,    so    far     as     the     foreign     banks 
were      concerned,      rested     upon      the      foreign 
merchants    first    and    the     native     banks     that 
gave    native    orders    next.       In    most   cases,   so 
far,    it   has    been   only    a   question    of   waiting. 
In  the  end  certainly  the  banks  not  only  recouped 
the      sums     lent,      but      also     made      profits, 
especially  as  the  rate  of  interest  was  increased 
in    proportion     to     the     embarrassment    of    the 
merchants.         But    the    fact    remains    that    the 
banks  had  to  do  much  more  than  was  legitimate ; 
also  that  the  result  might  have  been  disastrous 
both     to    the    banks    and    the    merchants,     but 
for      other      fortunate        circumstances        that 
intervened. 
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The  sum  total  of  the  situation  is  that  the 
foreign  trade  of  the  country  is  practically 
under  the  control  of  the  foreign  banks.  The 
position  just  after  the  Revolution  of  1911 
was  so  acute  that  but  for  the  grace  of  the 
foreign  banks  the  majority  of  the  merchants 
would  have  been  completely  wiped  out.  The 
control  which  the  banks  exercise  over  the 
trade  is  almost  preposterous.  They  are  able 
to  let  a  firm  carry  on  business  or  close  it. 
They  are  able  to  make  a  party  sell  his  goods 
whether  he  likes  to  or  not,  and  there  have 
been  instances  when  the  merchants  can  do 
nothing  else  but  obey  the  mandates  of 
the  banks.  The  action  of  the  banks  as  a 
rule  has  been  nothing  but  the  most  lenient 
possible  under  the  circumstances;  and,  no 
doubt,  the  help  which  the  banks  have  given, 
especially  in  recent  times,  to  the  merchant 
is  almost  incalculable.  But  the  fact  remains 
that  the  manner  in  which  commerce  is 
conducted  is  not  quite  healthy,  nor  what  it 
ought  to  be.  It  is  extremely  wrong  in  principle 
that  the  merchant  should  place  himself  so 
completely  under  the  control  of  the  bank, 
as  he  does  in  China,  or  as  he  is  forced  to 
do  by  circumstances.  There  is  certainly  no 
remedy  for  the  situation,  unless  it  be  that 
the  trade  largely  increases  without  a 
corresponding  increase  in  the  number  of 
business  houses,  or  that  the  banks  refuse  to 
finance  on  the  same  scale  as  they  have  been 
doing  hitherto.  Neither  of  these  is  likely 
to  eventuate.  The  tendency  is,  in  spite  of  the 
difficult  situation,  for  more  nations  to  come 
into  the  trade  and  for  more  people  to  start 
in  business,  and  the  banks  are  certainly  not 
going  to  give  up  a  source  of  profit  to  them 
— especially  when,  as  in  recent  times,  the 
stock    of  money    in    their   hands    is    much    too 
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large     to     be     used     profitably    in   the    regular 
course  of  business. 

The  circumstances  that  help  the  banks 
to  finance  trade,  so  largely  as  to  be  able  to 
get  it  completely  under  their  control,  are  many. 
During  recent  years,  especially  for  about  ten  years 
before  the  fall  of  the  Manchu  regime,  deposits 
with  the  banks  increased  largely.  The 
Chinese  had  then  learned  that  the  safest 
place  to  keep  their  money  was  the 
foreign  banks.  There  was  no  trust  anywhere 
in  the  country,  and  no  oflBcial,  or  no  man 
of  wealth,  was  sure  that  he  would  not  be 
deprived  of  his  life  and  wealth  at  one  and 
the  same  time.  Besides,  the  number  of 
usurious  and  corrupt  officials  was  largely  on 
the  increase  during  that  period,  and  it  was 
to  their  interest  to  hide  their  wealth,  so 
as  to  escape  any  possible  punishment  in  the 
future.  In  the  very  nature  of  things,  the 
banks  are  not  expected  to  make  public  the 
private  affairs  of  an  individual;  naturally  the 
Chinese  Government,  or  anybody  for  the 
matter  of  that,  is  not  likely  to  know  the 
wealth  of  the  officials  concerned.  Not  only, 
therefore,  had  the  foreign  banks  the  handling 
of  the  money  that  came  in  the  way  of  trade 
and  the  deposits  of  the  foreigners,  but  also 
very  large  amounts  of  deposits  from  Chinese. 
The  advance  of  trade  was  not  large,  although 
it  had  been  gradually  increasing;  but  as 
every  piece  of  coin  or  bullion  was  sufficient  to 
multiply  trade,  at  least,  to  ten  times  its 
value,  the  increase  of  deposits  proved  to  be 
in  a  proportion  larger  than  that  of  the  increase  in 
trade.  Hence,  when  by  force  of  circumstances  the 
merchants  had  to  depend  upon  the  goodwill 
of  the  banks,  the  banks  saw  in  these  deposits 
an  opportunity  to  carry  over  the  business  of 
the      merchants      and       await       developments. 
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Further,  since  1898  a  large  number  of  loans 
were  being  raised,  and  the  money  was  being 
handled  by  the  majority  of  the  foreign  banks;  and 
trade  and  credit  on  the  usual  basis  were 
certainly  not  suflBcient  for  the  use  of  all  the 
bullion  they  were  saddled  with.  It  may 
sound  surprising,  but  it  is  a  fact  that  when 
during  1911  and  1912  the  banks  were  reeking 
with  silver,  money  was  as  tight  as  it  could 
possibly  be.  Practically  all  the  trade  was 
mortgaged  to  the  banks,  and  the  bank  found 
no  means  of  employing  money,  with  the 
result  that  banks  refused  deposits;  the  banks 
in  one  or  two  cases  even  charged  rent  for 
keeping  the  money  in  their  vaults. 

It  is  merely  stating  a  plain  fact  that  trade 
and  exchange  act  and  react  upon  each  other. 
The  values  of  the  commodities  in  China  being 
in  silver,  and  the  values  of  the  commodities 
in  other  parts  of  the  world  being  in  gold, 
it  is  inevitable  that  in  the  process  of  exchange 
of  commodities  the  ratio  between  gold  and 
silver  should  vary  according  to  the  nature 
and  extent  of  the  different  components  of 
this  commerce — of  course,  other  things  being 
equal.  The  variation  in  the  relative  value 
of  gold  and  silver  has  been  of  large  proportions. 
The  situation  is  different  to  that  in  Europe 
during  the  times  when  gold  and  silver  were 
both  measures  of  value.  The  very  fact  that 
the  coins  of  both  metals  were  in  currency 
necessitated  the  keeping  of  the  ratio  between 
gold  and  silver  at  more  or  less  a  fixed 
percentage;  there  were,  however,  variations, 
but  they  were  extremely  slight.  The  moment 
the  value  of  one  or  other  metal  passed  beyond 
a  certain  limit  it  became  profitable  to  export 
one  or  the  other  metal  from  the  country 
where  it  was  cheap  to  the  country  where  it 
was    dear.       Thus   is  happened  that,    in   about 
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1860,  silver  in  England  became  so  valuable 
that  the  government  had  to  regulate  the 
exchange  between  gold   and  silver. 

In  China,  on  the  other  hand,  gold  is  not 
current;  it  is  simply  a  commodity;  while 
silver,  although  it  is  still  considered  a 
commodity,  is  also  a  measure  of  value.  That 
the  nature  and  volume  of  the  trade  should 
make  itself  felt  in  the  relation  between  gold 
and  silver  is  but  natural.  If,  for  instance, 
there  is  a  large  export  from  China,  with 
practically  no  imports,  the  result  must 
necessarily  be  that  the  gold  value  of  silver 
should  increase.  On  the  other  hand,  if  there 
should  be  a  large  volume  of  imports,  with 
little  or  no  exports,  the  gold  value  of  silver 
should  decrease.  But  the  process  by  which 
trade  and  exchange  are  influenced  by  each 
other  is  very  interesting,  and  supplies  the 
reason  for  the  gradual  drop  in  exchange  from 
6/8  in  1864,  and  about  the  same  during  several 
years  previous,  to  2/8  to-day.  It  never 
happens  that  exports  are  booming  continuously, 
or  that  imports  go  on  increasing  all  the  time. 
Supposing,  for  instance,  there  is  a  large 
increase  in  exports,  naturally  it  would  lead 
to  a  rise  in  exchange,  or  an  increase  in  the 
gold  value  of  silver.  In  other  words,  a  very 
large  amount  of  silver  is  brought  into  the 
country  as  a  result  of  the  large  volume  of 
export  trade.  The  moment  the  amount  reaches 
a  certain  total,  or  the  moment  that  the  people 
in  the  country  are  supplied  with  cash  beyond 
a  certain  extent,  they  naturally  begin  to 
buy  goods.  Monej?^  is  of  use  only  when  it  is 
able  to  purchase  goods.  Of  course,  there  is 
always  a  little  hoarding  in  countries  like 
China  and  India,  but  it  is  only  a  fraction  of  the 
total  used  in  the  purchase  of  goods.  The  very 
fact    that    the    people    have    money     gives     an 
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impetus   to   the    import   trade.        The   more   thes 
purchases    and    the    more    silver    sent     out     to- 
buy  gold,   the  less  becomes    the    gold   value    of 
silver.        In     every     day     business,    these    act 
and    react   upon  each  other   imperceptibly;   but 
in    the    course    of    years  the   balance,    either  in 
favour   of   exports   or  imports,    has    a    tangible 
effect   on   the  ratio  of   value   between  gold   and 
silver  —  without,    for  the   moment,    taking    into 
consideration    other    factors    which,    as    I    have 
already    explained,    have    a    great     bearing     in 
fixing    the  relative   value    of    the    two    precious 
metals.       But,    on    the    whole,    ever    since    the 
European    countries    and     America    irrevocably 
adopted    the    gold    standard,   China   has   had  a 
very   large   influence  in   modifying    the    relation 
between    gold    and    silver,    although    India    too 
had    a    certain    voice    up    to    1893  —  when    the 
mints    were     closed     to     the     free     coinage    of 
silver,    and    the    sovereign     was     fixed     at     15 
Eupees.      Up    to   very  recent  years  the  tendency 
in    India    has    been    practically     the     same     as 
that     in     China;     but     when      large      amounts 
had     to      be       purchased       for       coinage       on 
two    or    three    occasions,     India     came     in     as 
a   potent  factor,    to   raise  the  value   of   silver — 
only  for  a  short  period.       But  what  has  happened 
in    China     has     been     almost     consistently    to 
bring     about    a    depreciation     in     silver.        In 
the    early    years    of    its    commerce    the    exports 
were    always    larger    than    imports,     but     then 
silver        and        gold       were        both        current 
in        Europe,        and        the        relative       values 
varied    very    little.        Even     as     late     as     1864 
in     China     the     trade     in     imports     was     Tls. 
51,000,000,    and   that  in   exports   Tls.    54,000,000; 
but   since   that   period   the  venue  was  changed. 
While,  with   fluctuations  now   and  then  violent, 
the    imports    showed     a     large     percentage     of 
increase,    the   value   of  increase  in   exports  was 
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not  quite  as  large.  No  doubt  both  the  totals 
have  been  increasing.  For  instance,  the 
trade  of  1870  was  composed  of  Tls.  69,000,000 
of  imports,  and  Tls.  61,000,000  of  exports; 
in  1881  the  imports  were  Tls.  91,000,000  and 
the  exports  Tls.  71,000,000;  in  1896  the  imports 
were  Tls.  202,000,000,  and  the  exports  Tls. 
131,000,000;  in  1912  the  imports  were  Tls. 
473,000,000,  and  the  exports  Tls.  370,000,000. 
It  might  thus  be  seen  that,  with  the  exception 
of  a  few  years  like  1872  —  when  the  imports 
were  Tls.  67,000,000  and  the  exports  Tls. 
75,000,000  —  and  the  following  years  up  to 
1876— when  the  imports  were  Tls.  70,000,000 
and  the  exports  Tls.  80,000,000  —  during  the 
whole  period  up  to  date  the  value  of  imports 
has  always  stood  higher  than  that  of  exports. 
Especially  during  recent  years,  the  differences 
have  been  enormous.  In  1905,  the  imports 
were  Tls.  447,000,000  and  the  exports  Tls. 
227,000,000,  and'  in  1906,  the  imports  were 
Tls.  410,000,000  and  the  exports  Tls.  236,000,000. 
Thus  every  year  more  gold  had  to  be  bought 
than  silver;  every  year  of  trade  increased  the 
balance  against  China.  By  the  application  of 
the  principle  that  the  larger  the  imports  the 
less  the  gold  value  of  silver  we  arrive  at  the 
reason  why  exchange  in  China  has  been 
depreciating  throughout  the  whole  of  the 
period  of  foreign  trade.  As  the  balance 
almost  every  year  since  1865,  with  the  exception 
of  seven  or  eight  years,  has  always  been  in 
favour  of  imports,  it  is  no  wonder  th.at,  with 
slight  variations  brought  about  by  circumstances 
over  which  the  trade  had  no  control,  the 
gold  value  of  silver  should  have  depreciated. 
If  during  recent  periods  exchange  has 
advanced,  as  for  example,  in  1906  and  1912, 
it  was  due  almost  purely  to  adventitious 
causes — when  the  supply   of  silver  became  slack 
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or  when  there  were  large  purchases,  as  were 
made  recently  by  India  or  Germany.  The 
value  of  silver  then  increased,  in  spite  of  the 
trade   in  China. 

I  have  stated  that  a  very  large  export 
trade  naturally  brings  about  a  large  import 
trade,  although  not  exactly  to  the  same 
proportion.  It  is  a  truism  that  the  trade  of 
the  world  would  not  be  a  hundredth  of  what  it 
is  to-day  if  every  transaction  had  to  be 
settled  with  money;  no  nation  could  go  on 
purchasing  without  selling,  as  by  the  very 
nature  of  things  it  would  be  impossible  to 
do  so.  Things  have  to  be  balanced  by  some 
means.  As  it  has  happened  that  exports  from 
China  were  always  less  than  the  imports,  there 
would  have  been  a  deadlock  unless  the 
balance  was  somehow  adjusted.  The 
adjustment  took  place  by  the  rise  in  the  value 
of  exports  each  succeeding  year  on  account  of 
the  drop  in  exchange.  When  one  is  not  able 
to  supply  goods  equal  in  value  to  the  goods 
he  buys,  or  is  not  able  to  balance  it  fully  by 
payment  of  cash  in  settlement  of  the  difference, 
either  the  value  of  the  goods  sold  should  be 
increased  or  that  of  the  goods  bought 
decreased.  It  was  the  only  means  to  bring 
about  an  adjustment  in  China  trade.  And 
that  is  exactly  what   has   taken  place. 
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Fundamentally,  all  trade  is  barter.  The 
merchant  is  essentially  concerned  with  the 
price  at  which  he  could  buy  or  sell  at  a 
profit,  and,  according  to  the  circumstances, 
money  prices  must  change  from  time  to  time. 
Usually,  when  the  price  of  a  commodity  is 
higher  in  one  country  than  in  another, 
such  a  commodity  tends  to  flow  to  the  place 
where  the  price  is  higher,  and  the  purpose  of 
trade  is  served  by  enabling  the  merchant  to 
buy  in  the  cheap  market  and  sell  in  the  dear. 
In  European  countries,  the  measure  of  value 
of  the  different  commodities  is  fixed;  when 
exchange  falls  below  what  is  called  the 
specie  point,  gold  is  sent  from  one  country 
to  the  other.  In  countries  which  have  a 
fixed  gold  standard,  commodities  tend  to 
flow  to  the  ones  where  the  prices  are  high,  or, 
in  other  words,  the  value  greatest;  while 
gold  tends  to  flow  to  places  where  prices  are 
low,  or,  in  other  words,  when  the  value 
of  gold  is  highest.  In  international  trade, 
money  and  the  system  of  credit  based  on 
money,  constitute  the  mechanism  by  which 
exchanges  of  commodities  are  effected.  The 
essential  purpose  of  money  is  thus  to  facilitate 
commerce,  and,  by  a  general  agreement,  the 
countries  that  have  a  big  business  adopted 
gold  as  the  standard — principally  because  the 
variation  in  the  value  of  gold  was  extraordinarily 
small.  The  price  of  gold  is  remarkably 
steady,    and    is    capable    of    being     maintained 
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round  about  a  certain  fixed  point.  The 
system  has  been  worked  out  in  such  a  way 
that  the  value  of  gold  in  commodities  is, 
for  all  practical  purposes,  kept  with  as  little 
change  as  possible.  Prior  to  the  adoption 
of  the  gold  standard  in  Europe,  both  gold  and 
silver  were  the  standards  of  the  measure  and 
value,  the  relations  between  the  two  metals 
being  maintained   at  a  fairly  fixed   ratio. 

In  China,  on  the  other  hand,  there  has 
been  so  far  practically  no  coin  of  any  other 
metal  than  copper.  Even  so,  the  currency 
is  not  a  coin,  but  a  weight.  Before  the 
Tang  dynasty,  copper  cash  was  the  medium 
of  exchange  between  government  and  people, 
as  also  in  the  trade.  Although  at  that  time 
silver  was  being  introduced  in  South  China, 
particularly  in  Canton  and  Kwangsi,  silver 
had  never  come  into  use  as  currency.  In 
about  500  A.D.  in  the  extreme  south  gold 
and  silver  were  in  use  —  Canton  being  the 
centre  of  trade.  In  middle  China,  including 
the  Yangtsze  Valley  and  Szechuan,  copper 
cash  continued  to  be  the  medium  of  exchange. 
In  the  north  copper  cash  and  grain  were 
employed  as  a  double  medium  of  exchange. 
Even  as  late  as  800  A.D.  salt  and  pieces  of  silk 
were  used  as  money  in  Szechuan.  In  the 
olden  times  any  valuable  article  which  had  a 
known  price  could  be  bartered  like  coins. 
When  there  was  a  fair  amount  of  silver 
production,  silver  came  into  extensive  use, 
because  it  had  a  fixed  value  according  to 
weight.  When  the  influence  of  China 
extended  towards  Burma,  the  output  of  the* 
silver  mines  of  that  country  helped  to 
introduce  silver  as  currency.  In  about  1035 
A.D.  taxes  were  paid  in  silver  for  the 
first  time.  Since  that  period  silver  has 
been    gaining    influence.        The    change    in    the 
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method  of  payment  from  grain  into  silver, 
— especially  in  the  contribution  of  the  taxpayers 
to  the  government — was  gradually  being  made. 
Later  on,  however,  the  method  of  payment  of  taxes 
in  grain  was  adopted,  as  also  that  of  payment 
in  copper  coins.  At  the  beginning  of  the 
Ming  dynasty,  in  the  latter  half  of  the 
14th  Century,  Yunnan  was  conquered, 
and  the  silver  mines  in  that  province 
furnished  a  large  amount  of  the  metal. 
With  the  large  influx  of  silver,  both  the 
government  and  the  trade  used  it  largely. 
The  advantages  then  were :  silver  was 
cheaper  to  convey  than  other  kinds  of 
tribute :  it  was  acceptable  in  trade,  the 
merchant  being  far  more  willing  to  part 
with  his  goods  for  silver  than  paper  money — 
which  was  then  very  largely  in  vogue,  and 
heavily  depreciating;  and  silver  was  also  in 
great  request  for  ornamental  work.  The  demand 
was  so  great  that  the  Government  set  criminals 
to  work  in  the  mines  of  Yunnan.  The 
mines  were  practically  owned  by  the 
Government.  Early  in  the  16th  Century, 
owing  to  earthquakes  and  other  causes,  the 
mines  had  to  stop  work.  Later  on  they 
reopened,  but  the  production  of  silver 
diminished  considerably. 

During  the  17th  and  the  early  part  of 
the  18th  Centuries,  the  use  of  silver  fell 
into  disrepute,  and  copper  once  again  kept 
its  high  estate  as  the  circulating  medium. 
But,  with  the  operations  of  foreign  trade, 
there  was  a  large  influx  of  silver  as, 
especially  up  to  the  third  decade  of  the  19th 
Century,  China  was  selling  more  than  she 
bought.  America  brought  a  good  deal  of 
the  dollars;  Great  Britain  and  practically 
every  country  trading  with  China  had  to 
bring    in    specie    to    pay   for    the    goods.       The 
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Chinese    took    the     dollars     and     other     coins, 
not   as   coins,  but  as   weights  of  silver ;  although 
a  large  part   of  the   inflow  of   coins  circulated, 
especially    in    the    ports,    the    quantity    melted 
into    silver   was   considerable.      Even   when    the 
opium  trade  began  to   assume  large  proportions, 
and    brought    about  a   situation    when    the    net 
balance    in    favour    of    China     was     not     very 
considerable,    the    flow  of   specie  and   coin  into 
the     country     continued     until,      during     later 
periods,    she    had    to    export    specie    to     adjust 
the  balance  of  trade.      Up  to  the  period  when 
heavy    adverse    trade    balances    began    to     pile 
up   against  her,    China    was    a    gainer    in    that 
there  was  always  a  certain  influx  of  the   white 
metal.        Even    after    this    period     up     to     the 
present   day,    when    the    adverse    trade    balance 
is    considerable,    the    change    in    the    economic 
conditions     in     Europe    and    the    political    and 
other     changes     that     have     taken     place     in 
China    have    helped    to    retain    in    the    country 
the    silver   that   had   already    come    in,    besides 
bringing    in    fresh    amounts,    as,    for    instance, 
on  the  occasion  of  the   Quintuple  Loan. 

The  Cash. 

The  real  standard,  or  the  basis  of  currency, 
is  copper.  The  values  of  commodities, 
including  silver,  in  copper  cash  have  gone 
through  considerable  vicissitudes.  The  unit 
of  money  is  the  copper  cash.  Even  to-day 
the  taxes  have  to  be  paid  in  cash,  and  the 
great  bulk  of  the  business  of  the  population, 
which  is  essentially  poor,  is  carried  on  in 
cash.  The  variability  in  the  value  of  copper 
cash  is,  however,  not  on  a  par  with  that 
of  the  variability  in  the  value  of  gold  in 
the  gold  standard  countries.  In  1696  A.D. 
a   tael    of    silver   was    worth     1,750     cash;     in 
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1889  it  was  worth  1,380  cash;  in  1905,  1,840 
cash;  and  in  1914,  about  1,400  cash.  The 
value  has  varied  between  3,000  and  9,000. 
Paper  money  in  the  past  was  also  expressed 
in  the  denomination  of  cash.  During  recent 
years,  however,  the  value  of  the  cash  has 
depreciated.  The  principal  reason  was  that 
the  recently  minted  ten-cash  coins  were  not 
up  to  the  regulation  standard,  and  there 
were  large  amounts  of  spurious  coins.  In 
1889,  the  condition  of  the  cash  was  so  bad 
that  in  some  parts  of  Honan  everyone  went 
to  the  market  with  two  entirely  distinct  sets 
of  cash,  one  of  which  was  the  ordinary 
mixture  of  the  good  with  the  bad,  and  the 
other  composed  exclusively  of  counterfeit 
pieces.  In  the  last  decade  of  the  19th 
Century,  the  condition  of  the  cash  in  use  in 
all  the  provinces  became  periodically 
so  bad  that  the  "  Peking  Gazette  "  was  full 
of  memorials  and  edicts  on  the  subject. 
There  was  scarcity  of  the  cash  for  a  while, 
and  the  provincial  governments  thought  that 
a  good  profit  might  be  made  out  of  the 
coinage  of  cash  at  a  reduced  weight.  Foreign 
copper  was  largely  imported,  and  during 
recent  years  Japan  supplied  a  considerable 
portion  of  the  copper  needed  for  the  coinage. 
The  ten-cash  pieces  were  issued  at  such  a 
fast  pace,  and  for  such  large  amounts,  that 
the  value  of  the  tael  in  copper  rose  from  900 
to  1,800.  Cash  thus  became  a  drug  on  the 
market,  and  the  provincial  treasuries  were 
loaded  with  coins  which  they  could  not  put 
into  circulation,  partly  because  of  the 
superfluity  of  such  coinage,  and  partly 
because  the  people  would  not  take  it  readily,  as 
the  weight  of  the  cash  in  the  new  coins 
was  considerably  less  than  that  of  the  old 
coins. 
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Even  cash  was  never  intended  to  be 
a  token  coin.  The  standard  of  value, 
whether  it  is  copper  or  silver,  is  also  the 
standard  of  weight.  The  new  currency  of  the 
provincial  governments  ignored  the  latter 
factor,  thus  bringing  about  a  considerable 
depreciation  in  the  value  or  purchasing  power 
of  the  cash. 

Gold. 

There  are  various  kinds  of  money  in  use. 
Gold  ingots  are  not  in  common  use  for  trade; 
it  is  only  used  for  hoarding.  A  small  amount 
of  gold  is  produced  in  this  country,  and  the 
production  has  been  stationary  for  several 
decades.  Hoarded  gold  is  either  in  ingots 
or  in  the  form  of  gold  leaf.  The  latter  is 
also  exported  to  coiintries  to  which  Chinese 
have  emigrated,  mainly  for  use  in  the 
manufacture  of  ornaments,  as  leaf  gold  is 
known  to  be  gold  in  the  purest  form.  The 
relative  value  of  gold  to  silver  has  varied  not  only 
because  of  the  conditions  in  this  country,  but 
also  on  account  of  the  influences  in  other 
parts  of  the  world.  In  the  beginning  of  the 
Ming  dynasty  the  relative  value  of  gold  to 
silver  was  four  times  greater;  under  the 
Emperor  Wan  Li  it  was  seven  to  eight  times 
greater;  at  the  end  of  the  Ming  dynasty,  about 
ten  times;  during  the  reign  of  the  Emperor 
Kang  Hsi,  of  the  Manchu  dynasty,  slightly 
over  ten  times;  under  the  Emperor  Ch'ien 
Lung,  twenty  times;  during  the  reign  of  Tao 
Kuang,  eighteen  times;  and  in  1913,  about 
thirty- five  times. 

This  needs  but  little  explanation.  So 
long  as  this  country  was  unaffected 
by  the  condition  in  other  parts  of 
the  world,  the  relative  value  of  gold  to 
silver  varied   according  as  the  demand  for  one 
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or  the  other  metal  was  larger  —  it  being 
understood,  of  course,  that  the  production  of 
both  gold  and  silver  was  in  about  the  same 
ratio.  Even  during  the  17th  and  18th 
Centuries,  when  there  was  intercourse  with 
foreign  countries,  the  reason  why  the  value 
of  silver  was  relatively  high  was  mainly 
the  fact  that  the  world's  production  of  this, 
metal  was  then  comparatively  small.  In  the 
19th  Century,  of  course,  the  prices  were 
affected  in  all  parts  of  the  world  by  production. 
In  about  1840,  when  there  was  a  large 
production  of  gold,  its  value  naturally  fell 
down.  When  the  output  decreased,  for  a 
time  there  was  a  scarcity  of  gold,  until  the 
new  mines  began  to  be  discovered  in  Australia 
and  California.  The  production  increased  in 
about  1880,  but  silver  production  increased 
in  a  larger  ratio;  hence  the  value  of  gold  in 
relation  to  silver  was  augmented  considerably. 
Since  that  period  the  relative  value  has 
increased  extraordinarily.  It  is  interesting  to 
note  that,  while  in  1870  the  world's  production 
of  gold  was  £21,000,000,  the  total  in  1912  was 
£98,000,000.  The  production  of  silver,  which 
was  43,000,000  ounces  in  1870,  increased 
to  about  224,000,000  ounces  in  1912.  The 
ratio  of  increase  by  itself  is  extraordinarily 
high.  To  add  to  the  woes  of  silver,  it  was 
demonetized  since  1870  by  practically  every 
country  which  had  an  extensive  volume  of 
trade.  The  depreciation  in  silver  was  thus 
concomitant  with  the  adoption  of  gold  as 
the  standard.  It  is  no  wonder,  therefore, 
that,  with  slight  vaiations,  the  ratio  of  the 
value  of  silver  to  gold  at  present  is  about  1  to  35. 

Silver. 

For    a    long    time,    of    course,     silver     has 
continued    to     be     the     money     of     China,     in 
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spite  of  the  fact  that  on  several  occasions  it 
was  thrust  from  its  high  estate  by  the  copper 
cash.  The  standard  of  value  has  always 
been  the  standard  of  weight,  and  the  tael 
was  both  in  this  country.  The  Tsao  Ping 
is  the  standard  tael  for  all  general  purposes; 
the  Kuping  is  the  tael  of  the  Government  for 
the  purposes  of  receiving  revenues;  and  the 
Haikwan  is  the  standard  of  the  Customs. 
The  standards  vary  with  the  fineness  and  the 
number  of  grains  of  pure  silver  in  each  tael. 
There  are  various  kinds  of  taels,  differing  in 
fineness  and  weight,  adopted  as  the  standards 
in  different  parts  of  the  country,  although, 
as  is  well  known  of  course,  there  is  no  coin 
representing  the   tael. 

Notes. 

Paper  money  has  been  in  use  in  almost 
every  part  of  the  country  for  a  long  period. 
At  no  time  in  the  financial  history  of  this 
country  has  any  attempt  been  made  to  hold 
reserves  in  coin  or  bullion  for  the  paper  in 
circulation.  In  former  times  the  notes  in 
circulation  used  to  be  only  cash  notes,  but 
during  recent  years  silver  notes,  besides 
those  of  the  foreign  banks,  have  been  in 
extensive  use.  It  is  notorious  that  the  glamour 
of  paper  issues  has  appealed  so  strongly  to 
Chinese  officials  in  power  as  to  affect  their 
isanity.  I    do    not    propose    to    go    into    the 

history  of  either  the  currency  or  the  rise  of 
paper  money.*  But  it  may  not  be  uninteresting 
to  refer  to  the  memorial  of  a  governor  of  a 
certain  province  in  about  1600  stating, 
what  appeared  to  him,  the  ten  advantages 
of     paper     money.       The     first     was     that     it 

*  Very  useful  information  on  this  subject  as  well  as  the  currency 
of  China  may  be  obtained  in  the  Chapter  on  "Currency"  in  the 
"Trade    and    Administration    of     China"    by    H.     B.    Morse. 
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could  be  manufactured  at  the  capital 
of  each  province  for  use  in  that 
province.  The  second  was  that  it  could 
circulate  widely.  The  third  was  that  it 
could  be  carried  with  ease,  being  light.  The 
fourth  was  that  it  could  be  readily  kept  in 
concealment.  The  fifth  was  that  it  was  not 
liable  to  division,  like  silver,  into  different 
grades  of  purity.  The  sixth  was  that  it 
did  not  need  to  be  weighed,  as  was  the 
case  with  silver,  whenever  it  was  used  in  a 
commercial  transaction.  The  seventh  was 
ithat  the  silversmiths  could  not  clip  the  paper  for 
their  own  nefarious  profit.  The  eighth  was 
that  it  was  not  exposed  to  the  peering 
gaze  of  the  thief's  rapacity.  The  ninth  was 
that  the  paper  took  the  place  of  copper,  and 
when  copper  ceased  to  be  used  for  making 
cash,  there  would  be  a  saving  in  the  cost  of 
this  metal  to  the  government,  or  the  copper 
saved  could  be  used  in  manufacturing  arms 
for  the  troops.  The  tenth  was  that  whenever 
paper  was  used  instead  of  silver  the 
silver  might  be  stored  up  by  the  government. 
The  issues  of  paper  money  have  almost 
always  been  inconvertible,  and  for  a  long 
while  the  people  readily  accepted  them 
because  they  were  convenient  for  carriage. 
The  seal  of  the  government  was  sufficient  to 
retain  the  value  fully,  although,  however,  on 
several  occasions,  even  at  as  early  a  period 
as  during  the  rule  of  the  Ming  dynasty,  this 
currency  showed  considerable  depreciation. 
Since  1900,  the  provinces  were  in  a  particularly 
impecunious  condition,  owing  to  the  corruption 
of  the  officials,  and  the  provincial  banks  had 
recourse  to  large  issues  of  silver  notes.  Some 
of  the  native  banks  followed  suit,  and  there 
was  a  large  amount  of  notes  in  circulation. 
During     the     financial      crisis      following      the 
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Revolution  these  paper  notes  were  found  to 
be  utterly  useless,  as  practically  every  bank 
that  issued  them  was  unable  to  pay  silver 
in  exchange  for  the  notes.  With  the 
Revolution,  the  private  issue  of  paper  money 
was  completely  stopped;  but  the  provincial 
governments,  which  had  absolutely  no  revenue 
at  all,  and  had  large  expenditure  to  meet, 
had  perforce  to  adopt  this  system  of  raising 
funds,  and  the  public  was  obliged  to  take 
this  money  —  mainly  through  compulsion. 
It  is  inevitable  that  there  should  be 
considerable  depreciation  in  values,  the  fall 
being,  in  some  cases,   as  much  as  75  per  cent. 

Prices. 

One  of  the  most  important  subjects  of 
discussion  in  economics  is  the  effect  of 
money  on  prices.  In  Europe,  or  in  countries 
where  money  is  represented  by  gold,  this 
subject  is  less  complicated  than  in  China. 
There  is  a  fixed  standard  of  value,  and  the 
value  of  that  standard  is  determined  by  the 
same  laws  as  the  value  of  other  articles. 
The  general  law  which  regulates  the  price 
of  each  commodity  is  stated  by  Professor 
Cairnes   as    follows  : — 

"  It  can,  at  all  events,  be  shown  that 
there  is  in  every  market  a  price  at  which 
it  is  desirable  that  the  commodity,  whatever 
it  may  be,  shall  sell  at  that  time  and  place : 
desirable  ultimately  in  the  interest  of  consumers, 
but,  in  a  certain  sense,  desirable  in  the 
interest  of  dealers,  taking  buyers  and  sellers 
together,  and  which  the  combined  operations 
of  both,  so  far  as  they  are  well  informed 
respecting  the  conditions  of  supply  and 
demand,  really  tend  to  establish.  To  satisfy 
ourselves,    it    is    only     necessary     to     consider 
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that,  in  all  states  of  supply  and  demand, 
there  is  always  a  certain  price  beyond  which, 
if  the  markets  rise,  consumption  is 
unnecessarily  checked,  and  the  stocks  in  the 
country   pass   off  more  slowly   than   is  needful. 

"  In  time  the  error  is  discovered  and  a 
competition  sets  in  amongst  holders  of  the 
commodity,  which  results  in  a  fall  of  price 
tending  to  stimulate  consumption  as  much 
as  it  had  previously  been  checked.  On  the 
other  hand,  supposing  the  market  price  to 
be  set  too  low,  stocks  become  exhausted 
too  soon,  and  the  undue  fall  will  need  to  be 
compensated  by  a  corresponding  allowance  at 
a  later  period.  Such  oscillations  are  at 
variance  with  the  interest  of  the  consumer, 
and  the  price,  therefore,  which  renders  them 
unnecessary,  which  is  just  sufficient,  and  no 
more  than  sufficient,  to  carry  the  working 
supply  over,  under  such  a  surplus  as 
circumstances  may  render  advisable,  to  meet 
the  new  supplies  forthcoming,  may,  I  think, 
be  conveniently  designated  as  a  '  proper 
price  '  of  the  market.  It  is  this  price  which 
it  seems  to  me,  the  dealers  in  the  market 
have  dimly  in  view  when  by  implication  they 
refer  to  a  standard  by  which  they  pronounce 
the  actual  price  to  be  '  too  high  '  or  '  too  low  ' 
or  '  what  it  ought  to  be.'  I  would  define 
it  as  the  price  which  suffices  to  adjust,  in 
the  most  advantageous  way,  the  existing 
supply  and  the  existing  demand  pending 
the  coming  forward  of  fresh  supplies  from 
the  source  of  production." 

Thus,  the  general  principle  is  that 
prices  fall  or  rise  in  such  a  manner  as  just 
to  absorb  the  full  quantity  of  the  metal 
available  as  money,  there  being  neither  any 
gold  left  unused,  nor  any  such  rise  in  prices 
as  to  make  it  impossible  to  carry  on  business 
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owing  to  the  diflaculty,  or  apprehended 
difficulty,  of  obtaining  money  for  the  transadtion 
in  which  gold  is   or  may  be  used. 

Further,  the  amount  of  work  which  money 
has  to  do  is  also  influenced  by  the  number 
and  quantity  of  the  commodities  to  be 
exchanged.  In  modern  business  the  prices 
of  different  commodities  are  also  determined 
by  economic  considerations,  and  are,  to  a 
large  extent,  independent  of  the  standard  of 
value.  When  economic  influences  bring  about 
a  rise  in  prices  in  one  commodity  in  one  country 
as  compared  with  those  in  others,  money 
flows  to  the  country  where  prices  tend  to 
rise  the  final  consequence  being  a  fall  in 
prices  on  account  of  the  inflow  of  money. 
Changes  in  price  and  alterations  in  the  rate 
of  exchange  are  the  means  by  which  the 
trade  of  the  world  is  carried  on  in  accordance 
with  economic  influences.  Prices  are  really 
the  expression  of  the  value  of  gold  in 
comparison  with    commodities. 

Such  are  the  general  laws  of  the  relation 
between  money  and  prices.  They  are 
difficult  of  application  to  this  country. 
Fundamentally,  however,  the  course  of  business 
has  been  more  or  less  regulated  according  to  the 
principles  enumerated  above.  There  is 
practically  no  money  in  China  in  the  accepted 
sense  of  the  word :  whether  it  is  gold  or 
silver,  cash  or  notes,  money  is  as  much  a 
commodity  as  wheat,  tea,  or  silk.  In  every 
business  there  is  a  double  operation  —  the 
fixing  of  the  price  of  the  commodity  as  well 
the  fixing  of  the  price  of  the  money  that 
is  to  be  received  in  exchange  for  it.  The 
difficulty  of  finding  out  the  relation  between 
money  and  prices  in  China  is  increased  by 
the  fact  that  the  trade  of  this  country  is 
carried    on    with    countries    that    have    a    fixed 
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gold  standard.  Between  two  gold  countries, 
the  equilibrium  of  prices  is  reached  by  what 
is  generally  known  as  the  specie  point,  or  the 
export  of  money  from  one  country  to  the  other. 
In  the  case  of  this  country,  such  a  course 
is  impossible.  The  only  metal  that  this 
country  could  export  is  silver,  and  with  the 
enormous  production  of  to-day,  and  the 
limited  uses  for  it  in  those  countries  which 
trade  with  China,  such  export  would  prove 
ridiculous.  In  other  words,  if  the  situation 
should  be  such  that  China  had  to  export 
large  quantities  of  the  white  metal,  it 
would  result  in  still  further  complications, 
on  account  of  the  very  large  fall  in  prices 
which  would  follow.  There  would  thus  be 
no  remedy  at  all.  China,  at  the  same  time, 
has  not  enough  silver  to  be  able  to 
export  it.  The  only  course  open  for  the 
readjustment  of  prices  remains  through  the 
medium  of  exchange.  Supposing,  for  argument's 
sake,  this  country  had  exported  silver  the  result 
would  have  been  increased  the  difficulty  in  the 
adjustment  of  the  balances  of  future  years. 
With  every  year's  export  the  value  of  silver 
would  have  depreciated  in  the  gold  countries; 
such  depreciation  would  have  made  its  effect 
felt  in  this  country  also,  so  much  so  that, 
instead  of  the  export  being  a  remedy,  it  would 
have  brought  about  a  worse  state  of  affairs, 
and  considerably  diminished  the  volume  of  trade. 
But  the  volume  of  trade  has  increased; 
and  the  method  by  which  it  has  been  increased 
was  by  bringing  about  an  appreciation  in  the 
values  of  the  produce  of  this  country.  With 
the  gradual  decrease  in  the  gold  value  of 
silver,  the  amount  of  money  received  by  the 
Chinese  producer  or  dealer  for  his  produce 
has  been  increasing.  On  the  other  hand, 
the     amount     of     money      he      pays     for     the 
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manufactures  of  foreign  countries  had  been 
automatically  reduced  by  the  progress  of 
inventions,  the  reduced  cost  of  transport, 
and  the  general  reduction  in  values  on  account 
of  the  enormous  advance  in  the  manufacturing 
industry  as  a  whole.  The  advantages  derived 
by  these  latter  have  been  in  far  greater  ratio 
than  the  disadvantages  caused  by  the 
depreciation  in  the  value  of  silver.  On  the 
other  hand,  the  depreciation  in  the  gold  value 
of  silver  was  an  unalloyed  boon  to  him  in 
that  he  obtained  for  the  same  quantity  and 
quality  of  produce  two  to  three  times  as  much 
as  he  did  thirty  years  ago. 

Most  parts  of  the  world,  especially 
countries  which  have  a  gold  standard,  have 
been  for  some  time  past  suffering  from  what 
is  known  as  a  rise  in  the  cost  of  living. 
This,  according  to  some  economists,  has  been 
brought  about  by  the  increased  supply  of 
gold.  It  is  almost  an  axiom  that  an  increase 
of  money  always  brings  about  a  reduction 
in  its  purchasing  power,  or  the  quantity 
of  money  has  a  direct  bearing  on  prices. 
About  thirty  years  ago  the  annual  production 
of  gold  was  £20,000,000,  and  in  1912  it 
was  £98,000,000.  In  spite  of  the  fact  that 
trade  has  enormously  increased  during  this 
period,  the  increase  in  the  amount  of  available 
money  has  inevitably  brought  about  a  decrease 
in   its  purchasing  power. 

The  increase  in  the  production  of  gold 
or  money  cannot  directly  affect  prices  in 
China.  Such  increase,  of  course,  affects 
prices  in  gold-using  countries,  or  such  as 
trade  with  this  country.  But  what  happens 
is  that,  once  prices  increase  in  those  countries, 
the  cost  of  the  goods  that  are  sent  to  this 
country  are  proportionately  increased  owing 
to   economic    causes.       The   consumer   here   has 
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to  pay  a  larger  price  for  the  goods  that 
he  buys,  and  he  has  to  make  up  for  it  by 
demanding  more  for  the  goods  that  he  sells. 
Thus,  even  though  this  country  is  unaffected, 
for  all  ostensible  purposes,  by  the  increase 
or  decrease  in  the  amount  of  gold  available, 
once  there  is  a  rise  in  prices  in  gold-standard 
countries  there  is  also  a  rise  in  prices  in 
China. 

The  quantitative  theory  of  money  has 
practically  no  bearing  on  the  situation  in  China. 
As  there  is  no  money  in  the  accepted  sense 
of  the  word,  there  can  be  no  increased  or 
decreased  quantity;  but  prices  are  certainly 
affected  by  the  larger  or  smaller  amount  of 
silver  in  circulation.  For  all  trade  purposes, 
silver,  either  bullion  or  sycee,  performs  the 
functions  of  money.  If  there  is  less 
or  more  of  it  in  one  place,  prices  rise 
or   fall. 

The  increase  in  the  visible  supply  of  silver 
in  one  province  affects  prices,  and  the  price 
of  each  particular  commodity  being  altered 
relatively,  the  prices  of  other  commodities 
are  also  affected,  by  economic  influences; 
but  such  rise  or  fall  in  values  is  never 
perrnanent.  A  very  large  additional  supply 
of  silver  is  not  a  common  occurrence  in  this 
country,  simply  because,  except  on  very  rare 
occasions,  the  available  bullion  or  sycee 
has  remained  with  very  little  alteration. 
Practically  nothing  comes  for  settling  up 
the  balance  of  trade,  as  the  import  trade  has 
been  bigger  than  that  in  exports,  for  a  number  of 
years.  Such  as  has  come  in  has  been 
utilized  towards  establishing  new  business. 
As  there  has  been  very  little  additional 
supply  of  silver  available  as  money,  the 
rise  in  prices  from  this  cause  has  bl'en 
extraordinarily  small. 
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Credit. 

The  basis  of  the  system  by  which  the 
trade  of  the  world  is  carried  on  is  money; 
but  the  superstructure  of  credit  is  large. 
Each  country  has  its  own  system  of  credit, 
differing  more  or  less  from  that  of  other 
countries.  In  all  modern  countries,  the 
organization  of  credit  is  growing,  and  is 
extremely  ramified;  and,  even  while  credit 
remains  with  little  change,  there  is  some 
amount  of  elasticity  in  the  relations  between 
money  and  credit.  The  basis  of  credit,  of 
course,  is  trust.  When  a  merchant  parts  with 
valuable  commodity,  receiving  only  a  promise 
that  an  equivalent  in  value  would  be  forthcoming 
at  a  future  date,  the  credit  is  established  in 
the  belief  that  the  promise  of  payment  to  be 
made  at  a  certain  time  would  be  fulfilled 
in  the  future.  There  is  no  country  in  the 
world  which  is  absolutely  without  credit.  In 
modern  business  the  introduction  of  credit 
is  not  only  due  to  faith  and  belief  of  one 
person  in  another,  but  it  is  also  intended  to 
simplify  business.  If  two  persons  have  several 
transactions,  it  is  unnecessary  that  they  should 
be  paying  and  receiving  each  time  they 
exchange  cargo.  They  can  save  trouble  by 
keeping  accounts  and  periodically  settling  the 
balances.  In  the  same  way,  if  a  number  of 
people  have  relations  with  one  another  it 
would  save  trouble  also  if  all  of  them  have 
some  sort  of  a  guarantor,  or  a  public  institution 
not  directly  interested  in  any  one  of  them, 
where  they  could  deposit  their  moneys  and 
settle  accounts  with  one  another  by  promises 
to  pay.  Such  a  guarantor  is  generally  a 
modern  bank.  It  receives  all  the  moneys 
of  its  depositors,  and  utilizes  the  total  in  the 
best    interests    of    not    only    itself,    but    also    of 
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the  public.  The  accumulation  of  capital 
helps  the  banker  to  make  loans  and  advances, 
and  enables  persons  in  whom  the  banker  has 
confidence  to  obtain  a  temporary  use  of 
capital.  It  is  to  the  interest  of  the  banker 
that  all  the  capital  he  has  received  from 
deposits  should  be  applied  to  the  best  advantage 
possible.  The  banker  is  generally  well- 
informed  as  to  the  situation  in  trade  and  the 
position  of  his  different  clients,  and  is  better 
informed  about  the  financial  conditions  of  a 
merchant  than  another  merchant  could 
possibly  be.  The  advantages  of  the  system 
of  banking  and  credit  are,  saving  of  time 
and  trouble  in  buying  and  selling  goods, 
effecting  economy  in  the  use  of  money  and 
enabling  trustworthy  persons  to  obtain  the 
use  of  capital  without  requiring  them  to 
part  at  once  with  money  or  other  valuable 
property. 

Thus,  the  main  advantages  of  credit  are  the 
saving  of  time  and  trouble  in  making 
payments  and  facilitating  the  profitable 
employment  of  capital.  Credit,  however,  has  not 
the  same  effect  on  prices  as  money,  quantity 
for  quantity.  The  amount  of  credit  that 
could  be  issued  depends  more  or  less  upon 
the  reserve  which  the  bankers  have,  although, 
of  course,  a  very  small  amount  of  money 
leads  to  a  very  large  extent  of  credit.  Prices, 
of  course,  bear  a  certain  economic  relation  to 
each  other,  but  an  increase  of  credit  certainly 
leads  to  an  increase  in  the  average  level  of 
prices.  If  prices  were  regulated  purely  by 
the  amount  of  money,  and  if  transactions  were 
on  the  basis  of  gold  or  money  payments, 
no  doubt  prices  would  for  a  while  remain  much 
lower  than  when  the  system  of  credit  was 
employed.  But  there  is  sure  to  be  a  considerable 
restriction    of    the    volume    of    business,    which 
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in  its  turn  will  again  lead  to  an  increase  in 
the  level  of  prices.  Credit  also  provides 
greater  opportunities  for  speculative  rises, 
for,  if  money  alone  were  used,  the  scope  of 
speculation  would  be  considerably  restricted. 
In  the  first  place,  the  person  who  wants  to 
speculate  would  have  to  borrow  money  or 
coin,  and  the  cost  of  the  article  would  be 
increased  at  least  by  the  interest  on  the  amount. 
At  a  time  when  there  is  no  credit,  if 
borrowing  goes  on  very  largely,  the  interest 
increases,  or,  in  other  words,  the  prices  of  the 
articles  go  on  increasing,  the  larger  the  amount 
of  money  borrowed.  But  the  influence  of 
credit  on  prices  does  only  bear  a  small 
proportion  to  the  influence  of  gold  or  money 
on  prices.  This  is  easily  understood  when 
it  is  known  that  the  foundation  of  credit  is 
money  or  gold. 

With  regard  to  credit,  the  situation  in 
this  country  differs  considerably  from  that  in 
other  parts  of  the  world.  There  has  never 
been  credit,  in  the  accepted  sense  of  the  word, 
— especially  in  foreign  trade.  In  Europe,  the 
amount  of  credit  increased  with  the  advance  of 
industrialism,  which  necessitated  arx 

enormously  large  amount  of  business  on  the 
superstructure  of  a  very  small  amount  of 
money.  For  instance,  it  is  stated  that  in 
England  an  annual  business  to  the  total  of 
£6,000,000,000  is  conducted  on  a  basis  of 
gold  reserves  and  money  in  circulation  to  the 
total  of  £130,000,000.  The  progress  of  trade 
and  industry  and  the  facilities  of  all  kinds 
for  conducting  business  have  necessitated  a 
system  by  which  a  large  volume  of  business 
could  be  transacted  with  as  little  exchange  of 
coin  as  possible.  When  a  person  wishes  to 
sell  a  certain  kind  of  goods  to  another,  and  when 
he   can   buy  a  different  kind  of  goods  from  the 
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man  to  whom  he  sells  his  cargo,  it  is  simply 
a  waste  of  time  and  trouble  to  be  making 
payments  on  each  occasion.  The  goods  are 
sold  and  bought  on  promises  to  pay,  and 
thus  the  more  business  and  industries  are 
advanced,  the  nearer  one  goes  to  the  original 
condition  of  trade,  which,  to  all  intents  and 
purposes,  is  barter.  In  this  country,  on  the 
other  hand,  business,  especially  large  business, 
has  passed  beyond  the  stage  of  barter, 
while  the  peculiar  political,  social,  and 
economic  conditions  do  not  allow  of  an 
expansion  of  credit,  in  the  accepted  sense  of  the 
word.  Whatever  might  have  been  the  conditions 
in  the  very  early  periods,  during  the  past  half  a 
century  at  least  there  has  always  been  a 
dearth  of  money,  or  what  is  equivalent  to 
money.  The  profits  made  in  the  early  years 
of  foreign  trade,  when  the  foreigners  brought 
specie,  were  more  than  consumed  before  the 
sixties,  when  specie  had  to  be  exported  to 
foreign  countries,  especially  for  the  purchase 
of  opium.  Since  1860  up  to  about  1880  the 
balance  of  trade  one  way  or  the  other  has  been 
very  small,  and  the  inflow  and  outgo  of  money 
has  been  almost  trifling.  Since  late  in  the 
eighties  the  development  of  commerce  has  been 
such  as  to  necessitate,  under  normal  conditions, 
a  large  drain  of  specie.  Other  causes,  however, 
have  helped  to  stop  this  drain,  although  the 
processes  involved  in  stopping  this  '  drain 
necessarily  added  to  the  burden  of  the 
country's  indebtedness.  Apart  from  trade, 
there  is  practically  no  other  means  of 
increasing  the  amount  of  money  or  silver.  The 
times  when  criminals  were  set  to  work  the 
silver  mines  in  Yunnan  are  passed.  To-day, 
as  for  the  past  few  centuries,  the  resources 
have  been  left  almost  entirely  undeveloped. 
It  is  also   problematical    whether,    under   normal 
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conditions — leaving  apart  special  rises  in  the 
value  of  silver  owing  to  peculiar  circumstances 
— ^it  would  be  worth  while  to  mine  silver  in 
this  country.  China  does  not  receive  payments 
of  any  kind,  as  England  or  France  does, 
from     investments.  It       is       but       natural 

therefore  that  the  amount  of  money  in  the 
country  could  admit  of  no  increase  whatever. 
But  the  business  this  amount  has  had  to 
perform  has  been  increased  eight  or  nine-fold. 
This  has  been  done,  however,  especially  when 
there  is  no  credit  in  the  accepted  sense  of 
the  word. 

When  I  say  that  there  is  no  credit  in 
the  accepted  sense  of  the  word,  it  does  not 
imply  that  there  is  no  credit  of  any  kind 
whatsoever  in  this  country.  Up  to  the  close 
of  the  18th  Century  there  was  no  credit 
of  any  kind;  for  the  matter  of  that 
there  was  no  credit,  worth  speaking  of,  even 
in  Europe,  during  that  period.  Early  in 
the  19th  Century  the  advance  of  industrialism 
necessitated  an  increase  of  credit  in 
Europe.  China,  on  the  other  hand,  has 
been  stationary  and  although  the  volume 
of  foreign  trade  was  increasing,  there  was 
still  very  little  necessity  for  expansion  of 
credit.  Later,  however,  credit  was  introduced 
mainly  to  encourage  speculation.  The 
imported  goods,  as  I  have  already  mentioned, 
were  brought  in,  not  because  there  was  any 
particular  demand  for  them.  From  the 
very  beginning,  the  introduction  of  foreign 
goods  was  a  gamble,  and  the  more  there  was 
of  imports  the  larger  was  the  speculation. 
The  foreign  merchants,  of  course,  permitted 
no  credit  whatsoever  except  what  was 
necessitated  by  the  acceptance  of  the  native 
orders.  The  Chinese  dealers  in  the  ports  and 
the     interior     also     employed     very     little     of 
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credit,   even  as   between   themselves.       But   the 
system  of   credit  increased    largely    as    between 
the     dealers     and     the     native     banks.        The 
granting    of    credit    in    this     country     did     not 
depend    upon     the     banker's     reserves,     as     it 
did,    and    does    to-day,     in     Europe.        It    has 
been    more    or     less     personal;     and     it     must 
be    admitted,    to    the    credit    of     the     integrity 
of    the    Chinese    merchant,     that     very     rarely 
has   the    trust   been   misplaced — except  of  course 
under  the    stress  of  extraordinary  circumstances, 
when      even      the      most      straightforward      of 
dealers    had    no    course    open    to    them    but    to 
default.        The    system    was    certainly    not    one 
to     be     admired     or     followed;     but     that     it 
facilitated   commerce  and  led  to  the  improvement 
in     foreign     trade    could    not    be    contradicted. 
Conditions    again    were    not    favourable    to    the 
granting     of     credit     on     the     basis      of     the 
quantitative    theory    of    money.        If    the    rule 
followed    by    the    banks  in  Europe  of   granting 
credit  on   the   basis  of   the   amount  of   reserves 
they  possessed  had  been  in  force,  the  commerce  of 
this  country  could   not  have  been   a  fraction   of 
what    it    is    to-day.      When    it    is    remembered 
that    the    capital    of    all    the    native    banks    in 
Shanghai   rarely  exceeded  Tls.    1,000,000,    while 
in    1914 ,   it     was     even     less — being    only    Tls. 
600,000 — it     is     'simply     marvellous     to     think 
that    these    institutions     helped     'to     carry     on 
a     business     of     nearly      Tls.      250,000,000     in 
Shanghai   alone.       The   fundamental    of    credit, 
in    spite    of    the    guarantees    and    securities,    is 
faith      and      the      integrity     of       the       person 
borrowing.     Although,   however,    it   would  be   a 
suicidal     policy     to     act     altogether    on    faith, 
it    was    impossible    that    anything     else     could 
have    been    done    in    this    country     under     the 
existing    system    of    the    government     and     the 
situation    in     trade.        In     the     export     trade, 
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however,  there  is  less  credit  owing  to  the 
peculiar  conditions  prevailing  in  connexion 
with  this  branch  of  the  business.  For 
obvious  reasons,  there  is  no  regular  supply 
of  export  cargo  in  this  country.  Cargo  comes 
in  larger  or  smaller  quantities  according  as 
prices  are  favourable  or  otherwise.  As  a  rule, 
except  in  a'  few  instances  where  dealers 
speculate,  almost  all  the  cargo  that  comes 
in  is  immediately  taken  up  and  paid  for  by 
the  foreign  merchant.  Of  course,  during  the 
period  that  elapses  between  the  goods  leaving 
the  farmer  and  arriving  at  the  ports,  a  good 
deal  of  financing  is  certainly  necessary. 
If  the  system  of  credit  had  been  on  a 
sounder  basis,  and  if  the  amount  of  money 
available  had  been  larger,  there  is  little 
doubt  that  this  trade  might  have  shown 
larger  totals  than  it  has.  The  producer 
wants  to  be  paid  in  silver  or  the  money  of 
the  realm,  and  there  being  not  an  overmuch 
supply  of  it,  the  amount  of  business  possible 
becomes  very  considerably  restricted.  The 
influence  of  money  on  prices  during  recent 
years  has  been  towards  reducing  the'  value 
of  the  cargo  imported  and  increasing  the  value 
of  the  produce  exported.  I  have  mentioned 
that  the  special  conditions  of  balancing  the 
trade  of  China  have  inevitably  brought  about 
such  a  result;  at  the  same  time  money  has 
also  tended  to  help  towards  the  attainment 
of  such  an  end.  As  the  Government 
has  been  borrowing  very  heavily,  especially 
during  the  past  six  years,  a  good  deal  of  silver 
has  been  imported  from  foreign  countries  and 
has  filtered  to  the  interior.  The  absorption  of 
such  a  fairly  large  amount  at  first  brought 
about  a  state  of  affairs  under  which  the  cost 
of  living,  so  far  as  ability  to  purchase  foreign 
goods  is  concerned,    decreased,    while   the   profits 
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from  local  industries  also  decreased  on  account 
of  the  fall  in  the  silver  value  of  export  produce. 
During  and  after  the  Ee volution,  however, 
the  absolute  want  of  confidence  brought  about 
a  scarcity  of  money.  The  amounts  that 
used  to  be  in  circulation  and  were  employed 
in  trade  were  with  withdrawn  and  kept  in  safe 
custody,  under  the  barn  or  in  the  nether 
stockings.  Conditions  elsewhere  also  made 
silver  dearer.  The  result  has  been  that, 
while  the  cost  of  living,  so  far  as  imported 
goods  are  concerned,  has  decreased,  the 
profits  to  the  farmer  and  exporter  have  been 
considerably  reduced  on  account  of  the  lower 
prices  offered  for  goods,  on  account  of  the  high 
exchange.  The  effects  of  such  a  state  of 
affairs  were  not  felt  at  first;  but  early  in  1914 
a  complete  deadlock  in  trade  was  brought 
about,  mainly  on  account  of  the  scarcity  of 
money   or   silver. 

National  Wealth. 

In  a  discussion  of  money,  it  may  not  be 
unprofitable  to  make  a  brief  reference  to  the 
wealth  of  the  nation.  In  the  olden  days, 
wealth  was  regarded  as  the  aggregate  amount 
of  precious  metals  held  by  individuals.  Even 
to-day,  it  is  thought  that  the  great  object  of 
national  economy  should  be,  as  it  is  of 
individual  economy,  the  acquisition  of  money. 
Just  as  it  was  the  case  a  century  ago  in 
England,  money  is  still  an  object  per  se 
in  this  country,  and  no  heed  is  paid  to  the 
uses  of  it  or  its  purpose  to  satisfy  needs  or 
increase  comforts.  This  must  be  partly 
accounted  for  by  the  fact  that  the  wants  of 
the  average  individual  have  remained  extremely 
small.  Even  as  early  as  the  forties  of  the 
last    century,    it    was    thought   in    this    country 
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I 
that  the  main  purpose  was  the  acquisition 
and  retention  of  a  stock  of  bullion;  and  when 
specie  was  going  out,  the  government 
promulgated  regulations  forbidding  its  export. 
Whatever  wealth  there  is  in  the  country  is 
principally  employed  in  agriculture.  It  is 
the  ambition  of  every  Chinese  to  own  some 
land,  as  it  is  in  India — and  even  in  some 
parts  of  France.  The  national  characteristics 
of  the  people  are  certainly  a  great  asset.  The 
eflficiency  of  the  occupations  and  the  value 
of  the  property  which  they  own  inside  and  out 
of  the  country  being  all  very  important 
factors  in  the  determination  of  the  wealth  of 
a  nation,  it  is  admitted  that  each  industrious 
Chinese  represents  so  much  wealth  by  his 
labour.  The  increase  of  population  should 
mean  an  increase  of  wealth,  wherever  there 
is  scope  for  industry.  In  localities  where 
opportunities  were  wanting,  it  has  led  to 
emigration.  As  the  main  occupation  is  still 
in  the  soil,  and  as  there  rarely  has  been  any 
industry  of  any  magnitude  outside  the  treaty 
ports,  the  wealth  of  the  nation,  apart  from 
what  is  represented  by  the  efficiency  and 
capabilities  of  the  individuals,  has  remained 
more  or  less  stationary.  The  worldly  goods 
of  the  majority  of  the  nation  consist  of  a 
patch  of  land,  a  house,  and  a  few  bits  of 
furniture.  When  there  is  an  accession  of 
wealth,  it  is  represented  by  an  increased 
acquisition  of  land,  or  additions  in  the  shape 
of  silk  or  jewellery.  There  are  no  investments, 
as  is  the  case  in  Europe,  and  there  is  no  scope 
for  it  either,  except  in  the  treaty  ports.  The 
method  in  which  wealth  has  been  employed 
has  changed  very  little  during  the  past  two 
or  three  centuries.  Only  recently  the  Chinese 
at  the  treaty  ports,  or  those  who  have  come 
under      foreign      influence,      have      begun      to 
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invest  in  stocks  and  shares,  as  also  depositing 
their  money  with  foreign  banks.  But  the 
great  majority  of  the  nation  follows  the 
old  plan  of  owning  pawn  shops,  curio  shops, 
silk  shops,  or  embellishing  the  females  of  the 
race   with   rubies,   corals,    and  diamonds. 
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INDUSTRIES   AND    MANUFACTURES 

It  is  often  said  that  the  peril  of  to-day- 
is  not  the  Chinese  behind  the  gun,  but  the 
Chinese  as  the  manufacturers  of  guns  and 
of  many  other  things,  equally  calling  for  the 
highest  technical  skill.  It  has  been  the 
fashion  of  newspaper  writers  dealing  with 
the  development  of  China  to  state  that  the 
danger  to  the  West  lies  in  the  industrial 
expansion  of  China,  and  it  is  averred  that 
the  Chinese,  with  their  cheap  labour  and 
keen  aptitude  for  imitation,  competing  with 
the  dear  labour  and  the  heavy  cost  of 
transportation  of  the  West,  would  certainly  be 
able  to  beat  the  latter.  Experience,  of  course, 
has  shown  that  so  far  such  statements  have 
no      foundation      in      fact.  The      industrial 

development  in  this  country  has  been  very 
slow,  and  it  is  noteworthy  that  whatever 
development  has  taken  place  has  been  either 
partly  or  mainly  due  to  foreign  enterprise. 
For  a  time,  of  course,  the  nation  has  shown 
undoubted  signs  of  virility  and  an  unmistakable 
tendency  to  shake  off  old  traditions  that 
kept  it  hide-bound  and  incapable  of  improvement. 
There  are  factories  and  works  of  several 
kinds,  but  the  capitalization  of  all  of  them 
would  certainly  be  below  that  of  an  average 
manufacturing  town  in  England,  Germany, 
or  the  United  States.  Whatever  has  been 
done  in  this  country  has  been  mostly  due  to 
foreign  capital,   brains  and  initiative. 

It  is,  of  course,  useless  to  go  in  detail  into  the 
past  of  China's  shipping,   arts,  and  manufactures. 
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Nevertheless,  it  is  interesting  to  know  what 
this  country  has  done  in  the  past — especially 
in  view  of  the  fact  that  advance  during 
later  periods  has  been  practically  nil.  The 
following  paragraphs  were  written  over  two 
hundred  years  ago ;  in  essentials,  the  observations 
are   applicable   to   the  position  to-day. 

Le  Comte  says  : — "  The  Chinese  were  very 
dexterous  in  navigation  and  have  always  had  stout 
ships  in  their  remotest  antiquity.  It  is  pretended 
that  long  before  our  Saviour  they  sailed  all 
over  the  Indian  Seas  and  discovered  the  Cape 
of  Good  Hope;  but  though  this  be  uncertain, 
he  is  of  opinion  that  they  understood  much 
more  of  it  so  early  than  the  Greeks  and 
Eomans;  and  though  they  have  not  perfected 
the  art  they  sail  more  securely  than  the 
Portuguese.  Their  vessels  are  of  all  rates 
but  not  so  fine  as  ours.  They  have  flat 
bottoms,  and  are  different  in  their  build. 
The  Chinese  are  not  so  expert  as  we  by 
sea,  but  outdo  us  in  rivers  and  channels. 
They  have  multitudes  of  huge  fiat  bottomed 
barks  as  big  as  our  ships,  especially  in  the 
Southern  provinces,  where  they  have  9,999 
always  ready  for  the  Emperor's  service. 
Magaillans  says  they  affect  this  number  because 
nine  with  them  sounds  very  pompous.  They 
divide  their  compass  into  twenty-four  points, 
and  were  ignorant  of  its  variation  till  they 
learned  it  of  the  Europeans.  They  have 
always  a  captain  aboard  whose  business  it 
is  to  awe  the   crew  and  victual  them." 

Nieuhoff  says  : — ' '  The  ships  of  the  Emperors 
and  Governors  of  the  provinces  lie  upon  the 
water  like  castles,  and  are  divided  into 
apartments  for  all  uses  of  state  and  convenience 
and  are  very  well  furnished.  The  windows 
and  doors  are  made  like  grates  with  thin 
oyster  shells  instead  of  glass,    or  else   fine   linen 
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or  silk  spread  with  clear  wax  and  adorned 
with  flowers.  There  are  galleries  and  the 
inside  is  painted  with  all  manner  of  curious 
colours.  The  timber  work  is  so  well  jointed 
by  their  oakum  that  there  is  scarce  any  sign 
of  iron  work.  When  their  ships  meet  at 
sea  they  salute  according  to  their  qualities 
which  are  writ  in  great  letters  at  the  stern. 
The  ships  which  carry  the  fish  called  "  sauU  " 
and  the  Emperor's  silks  to  Court  are  365, 
finely  gilt  within  and  without,  painted  red, 
and  all  other  vessels  strike  sail  to  these.  In 
the  province  of  Nanking  there  is  a  multitude 
of  pleasure  boats  richly  gilt  and  painted  more 
like  houses  than  ships,  in  which  many 
Chinese  spend  their  estates;  and  there  is  such 
a  vast  number  of  vessels  in  Fokien  that 
our  author  says,  the  inhabitants  proffered 
the  Emperor  when  he  was  going  to  war  with 
the  Japanese  to  make  him  a  bridge  of  boats 
which  would  reach  from  thence  to  Japan.  There 
is  such  a  constant  plying  of  ships  and  boats  from 
one  place  to  another  all  over  the  Southern 
provinces  and  navigable  rivers,  of  which 
there  is  a  multitude,  that  the  country 
resembles  so  many  Venices;  for  the  natives 
have  dug  channels  through  most  of  the 
provinces  and  let  in  rivers,  on  purpose  to 
carry  themselves  and  their  goods  because 
of  the  extraordinary  hills  and  deserts  they 
meet  with  by   land. 

"  The  Chinese  boast  that  they  had 
printing  long  before  us;  but  Kircher  says, 
they  have  not  the  art  of  founding  letters, 
and  cut  upon  wood  what  they  print  like  our 
engraved  plates  for  the  rolling  press;  so  that 
they  are  forced  to  have  a  standing  form  for 
every  page.  Nieuhoff  says,  that  one  man  is 
able  to  work  off  5,000  sheets  a  day,  and  to 
cut  a  board  as  soon   as  one   of  our   compositors 
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can  prepare  a  form.  Some  of  the  Chinese 
understand  painting,  but  do  not  make  their 
shadows  nor  temper  their  colours  well.  They 
paint  birds  and  herbs  to  the  life.  They 
have  also  some  skill  in  carving  or  graving 
and  are  excellent  at  casting  of  copper  into 
the  forms  of  birds  and  other  images  with 
which  they  adorn  their  temples  and  ceilings. 
Their  bells  are  for  most  part  of  brass  with 
wooden  clappers  because  of  the  brittleness  of 
that  metal;  so  that  they  are  not  so  tunable 
as  ours,  though  some  of  them  far  exceed  them 
in  bigness.  They  have  some  instruments  of 
wind  music  and  one  like  our  virginals,  but 
no  organs  or  harpsichords  and  their  vocal 
music  consists  of  but  one  note.  They  have 
hour  glasses  which  are  run  with  water  instead 
of  sand  and  others  of  fire  made  with  perfumed 
alshes.  They  have  a  sort  of  clock  with  wheels, 
which  are  made  to  turn  with  sand.  They 
have  coats  of  arms  but  their  seals  are  only 
graved  with  the  name  and  quality  of  the 
proprietor.  Instead  of  wax  they  use  a  red 
sort  of  paint  and  those  that  cut  their  letters 
are  reckoned  in  the  number  of  men  of  letters. 
They  make  their  ink  of  hard  cakes  which 
they  rub  upon  a  smooth  marble  stone  with  a 
few  drops  of  water  till  the  colour  comes,  and 
their  pencils  are  made  of  hair.  They  make 
fans  and  umbrellas  of  reed  or  wood,  ivory, 
ebony,  silk  paper  or  perfumed  straw,  silk  and 
linen  of  different  forms.  One  of  the  chief 
trades  here  is  the  baking  of  China  ware. 
Nieuhoff  says,  the  materials  are  dug  in  great 
quantities  out  of  the  mountains  of  Nanking. 
It  is  a  sort  of  dry  sand  mixed  with  water  into 
square  clods,  stamped  with  the  Emperor's 
arms.  They  make  some  of  old  broken  ware 
beat  into  powder  but  it  does  not  take  so  good 
a  gloss  as  those  made  of  fresh  mould.       They 
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paint  their  blue  figures  with  indigo  and 
conceal  the  art  from  all  but  their  nearest 
relations.  After  the  clods  are  formed  they 
dry  them  well  in  the  sun  and  bake  them  in 
ovens  stopped  for  fifteen  days,  and  then  lie 
fifteen  more  without  any  fire,  till  they  be 
quite  cold;  because  otherwise  they  would 
break  and  lose  their  gloss.  The  oven  is 
opened  before  an  officer  appointed  by  the 
Emperor  to  receive  his  duty,  which  is  every 
fifth  piece  of  each  sort.  Then  the  rest  is  sold 
to  the  inhabitants  of  "  Ucienjen,"  which  is 
the  staple  for  this  trade.  Le  Comte  gives  a 
different  account  of  preparation  as  follows : 
He  says  the  best  is  made  in  the  province  of 
Kuangsi;  that  the  clay  is  found  in  one  place 
and  the  water  in  another.  He  confutes  the 
common  opinion  that  the  clay  requires  two 
to  three  hundred  years  to  prepare  it  for  the 
porcelain.  He  says  it  is  a  stiff  clay  or  a 
kind  of  soft  white  stone  found  in  that  province. 
First  they  wash  off  the  earth  from  it,  and 
bray  it  to  fine  dust,  whereof  they  make  a 
paste  by  beating  it  with  water  till  it  is 
incorporated  into  it  and  then  form  it  with  a 
wheel  into  what  figure  they  please.  He 
adds  that  when  the  sun  is  too  hot  they  take 
the  clay  away  that  it  may  not  warp. 

Magaillans  says,  they  perform  their 
mechanical  works  with  a  far  less  number  of 
tools  and  with  more  ease  than  we,  and  every 
person  has  some  way  to  live;  so  that  they 
have  a  proverb,  that  in  China  nobody  is  idle 
nor  is  anything  thrown  away.  Thus  in  the 
city  of  Peking  alone  about  1,000  families  live 
by  selling  matches  and  wicks  for  candles, 
and  many  more  by  picking  up  and  selling 
rags,  pieces  of  paper,  etc.,  which  they  gather 
out  of  dung-hills;  and  they  have  a  peculiar 
faculty    of    poising    their    burdens    so    equally, 
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that  they  carry  them  with  much  more  ease 
than  our  porters   do   theirs. 

They  distinguish  the  hours  by  striking 
on  drums  and  bells  for  which  they  have 
separate  towers  in  every  city  and  instead  of 
our  alarum  watches,  they  have  pastils  of 
powdered  wood  made  in  moulds,  which  they, 
light  with  the  lower  end,  and  divide  according 
to  the  hours ;  and  by  hanging  a  weight  at  what 
division  they  think  fit,  it  falls  into  a  copper 
basin  when  the  fire  comes  to  it,  and  so 
awakes  them  at  what  hour  they  think  fit. 
One  of  these  will  last  twenty-four  hours  and 
does  not  cost  about  3d.  The  annotator  on 
Magaillans  corrects  Kircher  for  saying,  that 
the  bell  of  Erford  in  the  electorate  of  Mentz 
is  bigger  than  that  of  Peking  and  proves  the 
contrary  by  the  dimensions  of  both. 
Magaillans  avers,  with  confidence,  that  the 
bell  of   Peking  is  the   biggest  in  the   world. 

Their  most  observable  manufactures  are 
produced  from  silk,  of  which  they  have  the 
best  in  the  world,  so  that  the  ancients  called 
this  the  country  of  silk.  They  have  it  in 
many  provinces,  but  the  best  in  Chekiang, 
where  La  Comte  says  the  soil  is  properest  for 
mulberry  trees  and  the  climate  fittest  for  silk 
worms;  so  that  this  province  is  able  not  only 
to  furnish  China  but  most  of  Europe.  Yet 
the  best  workmen  are  in  the  province  of 
Nanking,  from  whence  the  Emperor  furnishes 
his  Court.  Strangers  value  the  silk  of 
Kwangtung  most.  It  has  some  resemblance 
with  ours  and  differs  only  in  the  workmanship. 
They  have  plush,  velvet,  gold,  tissue,  satin, 
taffeta,  crepes  and  several  other  stuffs  which 
we  know  not.  We  must  refer  to  La  Comte 
for  the  several  sorts  of  them  and  the  different 
figures.  The  natives  value  that  silk  most 
which  is  spun  by    wild    worms    in    the    woods. 
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It  is  of  grey  colour  and  has  no  gloss  but 
looks  like  linen  or  a  coarse  drugget.  It  lasts 
long,  does  not  fret,  washes  often  and  will  not 
take  spots.  They  have  a  great  deal  of  wool, 
but  make  no  cloth  of  it  because  they  esteem 
our  English  cloths  far  better,  and  would  buy 
much  more  than  they  do,  says  La  Comte, 
if  it  was  not  dearer  than  their  finest  silks 
which  are  worn  indifferently  both  by  the 
gentry  and  commonalty.  Yet  the  mandarins 
make  themselves  a  kind  of  studying  gown 
for  the  winter  of  coarse  ruffet  and  the  bonzes' 
wives  make  good  druggets,  serges  and  tammies, 
with  which  they  drive  a  great  trade.  They 
have  much  cotton-linen.  The  best  is  made 
of  a  plant  called  "  co  "  in  Fokien,  which 
creeps  on  the  ground  with  leaves  bigger  than 
those  of  ivy,  round  and  smooth  within,  but 
white  and  downy  without.  It  is  fine  and  light,  so 
that  persons  of  quality  wear  it  in  excessive  heats. 

"  Besides  our  instruments  of  fishing  they 
nail  varnished  boards  from  one  end  to  the 
other  of  the  boats  so  as  they  touch  the  surface 
of  the  water.  In  moonshine  nights,  the  fish, 
mistaking  it  for  the  water,  jerk  upon  it  and 
are  caught  without  any  trouble.  They  likewise 
breed  cormorants  for  fishing  as  we  do  dogs 
or  hawks  for  game.  They  carry  them  out 
in  their  boats,  tie  their  throats  with  a  small 
cord  that  they  may  not  swallow  the  fishes  and 
then  let  them  out  for  their  prey,  with  which 
they  return  to  their  masters,  who,  when  they 
have  enough,  untie  their  throats  and  let  them 
swallow  till  they  fill  their  bellies.  La  Comte 
says,  that  the  Chinese  are  better  at  imitation 
than  invention."* 

Until  about  thirty  years  ago,  there 
was  not  the  slightest  vestige   of,   what  is  known 

*  Atlas  Geographus  by  Hennan  Moll,  Asia,  Pp.  765-767. 
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in  the  western  world  as,  industries.  For 
several  reasons,  and  mainly  owing  to  their 
conservatism,  the  Chinese  were  very  slow  to 
take  to  industrial  advancement.  The  first 
efforts  were  made  by  foreigners,  who  saw  vast 
possibilities  in  the  country,  and  were  anxious 
to  benefit  out  of  it,  as  also  to  benefit  the 
Chinese.  For  almost  every  kind  of 
manufacturing  industry,  the  first  requisite  is 
the  raw  material,  and  it  is  well  known  that, 
if  only  properly  regulated,  China  could  have  a 
supply  of  any  amount  of  it.  Further,  the  hidden 
wealth  of  the  country  has  been  known  from 
time  immemorial  to  be  extraordinarily  large, 
and,  in  the  absence  of  any  Chinese  prospecting 
or  working  the  mines,  the  foreigners  were 
anxious  to  improve  China  quite  as  much  as 
they  wished  to  derive  advantage. 

The  large  annual  increase  in  the  imports 
of  cotton  goods,  as  also  the  vast  production 
of  raw  cotton  in  the  country,  naturally  led 
to  the  belief  that  the  starting  of  spinning 
and  weaving  mills  in  this  country  should 
prove  very  profitable.  It  is  not  surprising, 
therefore,  that  the  first  effort  towards  industrial 
advance  was  made  in  this  direction.  The  first 
cotton  mill  in  China  was  started  in  1895,  and 
since  then  there  have  been  over  forty  mills 
established,  employing  a  capital  of  over  Tls. 
20,000,000— more  than  half  of  the  spindles  being 
situated  in  Shanghai.  Shanghai  is,  of  course, 
the  emporium  of  trade,  and  situated  in  the 
midst  of  the  cotton  producing  country. 
Naturally  this  place  was  found  to  be  the  best 
suited  for  the   erection   of  cotton   manufacturing 

Elant.  Not  only  were  mills  erected  in  Shanghai, 
ut,  mainly  owing  to  Chinese  initiative  and 
Chinese  effort,  mills  were  erected  in  Hangchow, 
Shaoshing,  Ningpo,  Swatow,  Wuchang, 
Tsingtau,    Canton,    and   even    as  far  distant  as 
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CHangsha  in  Hunan.  Some  of  the  biggest 
provincial  mills  have  been  built,  with  the 
aid  of  the  government;  but  it  so  happens, 
unfortunately,  that,  owing  to  the  Revolution 
and  the  change  of  the  government,  these  mills 
have     been      left     to      deteriorate.  In      the 

beginning  the  mills  were  only  spinning.  Later 
on  a  number  of  mills  have  also  begun  to 
weave  cloth  out  of  the  yarn  spun  by  themselves ; 
and  weaving  at  present  is  even  more  profitable 
than  spinning.  The  headway  the  mill  industry 
has  made  in  China  is  remarkable.  At  one 
time  Indian  yarn  completely  monopolized  the 
yarn  trade  of  China.  Then  the  Japanese  yarn 
came  in  the  market,  and,  although  still  second 
only  to  the  total  imports  of  Indian  yarn,  took 
away  a  large  portion  of  the  Indian  trade. 
Recently,  of  course,  the  large  increase  in  the 
production  of  the  Chinese  mills  has  led  to  the 
curtailment  of  the  imports,  both  in  Indian  and 
Japanese  varieties.  There  is  a  great  future 
for  this  trade,  and  especially  during  1913 
there  have  been  proposals  for  the  starting  of 
several  mills  both  in  Shanghai  and  the  vicinity. 
It  is  equally  noteworthy  that  besides  European 
capital,  which  is  employed  in  five  mills  in 
Shanghai,  even  the  Japanese  have  found  it 
more  profitable  to  manufacture  and  sell  in 
this  country  than  to  export  their  yarns  from 
Osaka.  It  is  also  understood  that  an  effort 
is  being  made  by  the  mill  owners  of  Bombay 
to  follow  the  example  of  Japan.  As  it  is, 
however,  the  progress  made  is  very  little.  The 
total  number  of  spindles  is  only  893,000  after 
all  the  twenty  years  of  effort,  and  the  looms 
about  3,500. 

Next  in  importance  to  the  cotton 
manufacturing  industry  are  the  silk  filatures. 
There  are  at  present  about  fifteen  filatures  in 
Shanghai,   two    in    Chefoo,    two    in    Hangchow, 
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one  in  Wuchang,  and  one  in  Tsingtau  of 
sufficiently  large  proportions — besides  a  number 
of  very  small  ones  scattered  throughout  the 
ports.  These  filatures  are  of  very  recent  date, 
but  through  their  agency  a  considerably  better 
quality  of  silk  than  was  manufactured  in  the  past 
is  being  produced,  and  the  prices  that  the 
products  of  these  filatures  command  show 
large  increases.  Most  of  the  big  filatures 
are  managed  exclusively  by  foreigners.  In  this 
trade  also  there  is  considerable  room  for 
development.  But,  of  course,  it  is  a  great 
business  to  resuscitate  the  silk  industry  in 
China,  which  has  fallen  from  its  high  estate 
as  the  premier  silk  producing  country  in 
the  world. 

Next  in  importance  to  the  silk  manufacturing 
industry  is  flour  milling  in  China.  This 
trade  has  been,  as  a  rule,  very  unprofitable 
mainly  owing  to  the  fact  that  during  recent 
years  the  United  States  have  been  able  to 
dump  its  surplus  into  China  at  extraordinarily 
cheap  prices.  The  mills  are  eking  out 
a  very  hard  existence,  in  spite  of  the  fact  that 
wheat  is  grown  in  very  large  quantities  within 
the  country  itself.  There  are  about  ten  flour 
mills  in  Shanghai,  of  which  three  are  managed 
by  foreigners,  two  in  Chinkiang,  three  in 
Hankow,  and  one  in  Chefoo — besides  a  number 
of  small  mills.  The  principal  theatre  of 
flour  milling  is  in  Manchurip,,  where  there  are 
Russian  flour  mills  at  Harbin,  Changchun, 
Hailin,  Shuang  Ch'eng  Pu,  besides  Chinese 
mills  at  Ninguta,  Asiho  and  Kirin,  and  a 
Japanese  mill  at  Tiehling.  Manchuria  is 
preeminently  a  wheat  producing  country,  and 
the  rise  of  flour  mills  in  that  province  is 
an  inevitable  concomitant.  Owing  to  the 
fact  that  American  mills  are  able  to  dump 
their  surplus  into  China  these    mills   have    not 
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been  prosperous.  But  bad  management,  both 
on  the  part  of  the  Russian  and  the  Chinese, 
has  also  contributed  to  bring  about  the 
unsatisfactory  situation.  At  present  this 
industry,  on  the  whole,  is  not  at  all  in 
a   flourishing   condition. 

Shipbuilding     and     engineering    works    and 
docks  employ  a  very  large  capital,  and  practically 
all    of     them     are     owned     and     controlled    by 
foreigners.        The      only      exceptions     are      the 
Nicolas  Tsu  Works,    the    business    management 
of  which  is  under   Chinese,   while   the   technical 
management     is      under     foreigners,     and     the 
Kiangnan  Dock  and  Engineering  Works,  which 
is    the    property    of    the    Chinese    Government, 
and    the    technical    management     of     which    is 
entirely    in    the    hands     of     foreign     engineers. 
The   Shanghai  Dock  and  Engineering  Company, 
in     Shanghai,     and      the      Taikoo     Dock     and 
Engineering    Company     in     Hongkong    are    big 
works.        The     latter      has      been     consistently 
prosperous,  while  the   former,    owing   to  various 
reasons,    has     not     been     as     prosperous    as    it 
used    to    be.        The    Hongkong    and    Whangpoa 
Dock    Company,     the     New     Engineering     and 
Shipbuilding  Works  in  Shanghai,    the   Tsingtauer 
Werft  in   Tsingtau,  and  the  Yangtsze  Engineering 
Works  in  Hankow,   are   fairly  prosperous.      The 
Dairen       Dry      Dock     in      Dairen,      which      is 
managed    by    the     Kawasaki     Dock     Yard     in 
Kobe — one  of  the  most  up-to-date  works  in  the 
world — is    naturally    making    headway.     Besides 
these   works,   I   may  mention  just  the   Imperial 
Dock  Yard   at  Whampoa,   Canton,   the   Imperial 
Arsenal  and  Dock  Yard  at  Foochow,    the    New 
Amoy  Dock   at  Amoy,   and  the  Amoy   Slipway 
and  Engineering  Company.       With  the  exception 
of   the    China    Merchants   Company,   and  a  few 
other    very     small     lines     flying     the     Chinese 
flag,   practically   all  the   shipping    in    China    is 
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foreign.  It  is  inevitable,  therefore,  that  this 
industry  should  be  practically  in  the  hands 
of  foreigners.  Shipbuilding  in  China  is  of 
very  small  proportions.  The  Shanghai  Dock 
and  Engineering  Company  and  the  Kiangnan 
Dock  and  Engineering  Works  have  done  some 
good  work  in  this  direction,  but  the  total 
tonnage  built  in  China  is  extremely  small. 

Mining  companies  are  only  a  handful. 
This  is  mainly  due  to  the  fact  that  the 
Government  and  the  people  have  always  been 
jealous  of  granting  concessions  to  foreigners, 
and  have  consistently  adopted  the  dog-in-the- 
manger  policy.  The  Chinese  by  themselves 
have  been  able  to  do  very  little,  especially 
in  mining,  but  they  have  been  so  far  successful 
in  obstructing  the  development  by  foreigners. 
We  have  the  standing  examples  of  the  debacles 
of  the  Kiang  Peh  Ting  Concession  in  Szechuan, 
with  which  the  name  of  the  late  Mr.  Archibald 
Little  was  connected,  and  the  Anhui  Copper 
Mining  Concession,  given  to  Sir  John  Lister- 
Kaye  recently  and  bought  back  by  the 
Government.  Even  on  occasions  when  the 
Government  at  Peking  was  willing  to  help 
the  concessionaires,  it  was  found  that  the 
gentry  of  the  provinces  were  able  to  nullify 
such  grants  by  very  ingenious  means.  The 
biggest  mining  concern  now  working  is  that 
of  the  Kaiping  Collieries,  the  management  of 
which  is  in  the  hands  of  the  Chinese 
Engineering  and  Mining  Company.  For  some 
time  there  was  severe  competition  between 
the  Kaiping  Collieries  and  the  Lanchow  Mining 
Company,  owned  and  managed  by  Chinese. 
An  amicable  arrangement  was  arrived  at  in 
1913,  and  the  two  concerns  are  amalgamated, 
producing  to-day  about  50,000/60,000  tons  of 
coal  a  week.  The  next  biggest  concern  is 
the    Pinghsiang    Collieries^     belonging     to     the 
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Han-Yeh-Ping     Company,     where     the     supply 
of  coal   is  said   to   be   almost   unlimited.       The 
Fushun  Collieries  in  Fushun,  Manchuria,    belongs 
to    the    South    Manchurian    Railway    Company, 
and  the  output  there   also  is  increasing.      There 
are,  besides,   the   Peking   Syndicate   Collieries  in 
Honan,    which    have    not   been    very    successful 
so    far;    the    Ching    Ching   and   the   Pao   Ching 
Collieries  in  Central  Shansi,   which   are  managed 
by  Chinese ;  the  Fang  Tze  and  the  Hung  Shan 
Collieries    and    the    Ching    Hsing    Collieries     in 
Shantung     which     are     managed    by    Germans, 
and    are    doing    fairly   well.        The     only     iron 
mines     of     any     magnitude     in     this     country 
is    that   of  Ta  Yeh,   worked    by    the    Han    Yeh 
Ping    Company.       This,    along    with    the    other 
concerns     under      the      management      of      the 
Han-Yeh-Ping    Company,    is    heavily     in     debt 
to     Japan,     although,     however,     these     mines 
supply   all   the   ores   necessary  for  the   Hanyang 
Iron    Works.        The    Hunan    Government     lead 
and   zinc  mines  in  Shansi  are  doing  a  fairly  good 
business,    but    progress    is    very    slow.         Very 
little      is      being      done     in      the      Shan      Cha 
silver    mines    in    Wuchow.       In    Yunnan    there 
are    a    number   of    lead    and     tin     mines,     and 
there  is  a  concession  entitled  the   Anglo-French 
Quicksilver     and    Mining    Concession,    Limited, 
of    which    Messrs.    Arnhold    Karberg     are     the 
agents;     but     the     greater     portion    of    the    tin 
from    Yunnan     is     produced     by     washing     by 
individual     Chinese     miners,    and    there    is    no 
organized   effort  to  produce   tin,   as  is  the  case 
in   Malaya. 

Iron  and  steel  manufacturing  works  are 
practically  non-existent,  with  the  exception  of 
the  Hanyang  Iron  Works.  Those  works  are 
very  well  equipped,  and  are  able  to  turn  out 
steel  rails,  of  which  large  quantities  have  been 
used  in  some  of  the   railways    of    the    country. 
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Besides  the  Hanyang  Iron  Works,  there  are 
the  Shanghai  Nanking  Railway  Locomotive 
and  Car  Shops  in  Woosung,  and  the  Tongshan 
Works  of  the  Imperial  Railways  of  North 
China,  where  railway  cars  and  other  minor 
appurtenances  of  railway  manufactures  are 
built. 

There  is  a  great  field  in  China  for 
factories  for  the  extraction  of  oil,  as  the  cereals 
and  seeds  from  which  oil  is  extracted  are 
plentiful.  The  largest  number  of  oil  mills 
are  in  Manchuria,  which  is  preeminently  a 
bean  country.  The  bean  trade  suddenly 
came  into  prominence,  the  demand  for  it 
springing  up  all  of  a  sudden  soon  after  the 
conclusion  of  the  Russo-Japanese  War.  The 
demand,  however,  led  to  the  inflation  of  prices 
beyond  all  reasonable  limits,  the  result  being 
that  the  trade  is  once  again  dormant.  There 
are  at  least  sixty  mills  in  Manchuria,  operated 
by  steam  —  of  which  ten  are  in  Newchwang. 
There  are  a  number  of  Japanese  mills  in  the 
Liaotung  Peninsula,  there  being  forty-seven 
mills  in  Tairen.  In  other  parts  of  China 
there  are  a  few  mills.  Two  are  in  Shanghai, 
ten  in  Hanyang  and  Hankow,  one  at  Nanking, 
one  at  Tungchow,  three  at  Chinkiang,  one  at 
Haichow,  and  one  at  Swatow  —  besides  a 
number  of  small  mills.  All  of  them  are 
practically  mills  for  the  extraction  of  oil 
from  beans,  or  otherwise  from  cotton.  This 
industry  also  is  not  in  a  flourishing  state  at 
the  moment. 

Considering  that  China  is  mainly  a 
rice-consuming  country,  one  would  have  thought 
that  rice  mijls  would  be  in  abundance.  Even 
in  Siam,  which  has  only  one  tenth  of  the  area 
of  China,  there  are  about  one  hundred  mills, 
big  and  small.  There  are,  however,  only  five 
mills    of    any    magnitude    in    this    country,     of 
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which  four  are  at  Wuhu  and  one  at  Hangchow. 
Owing  to  the  extreme  cheapness  of  labour, 
the  time-honoured  method  of  hulhng  and 
cleaning  rice  by  each  family  for  its  needs 
is  found  to  be  more  economical  than  milling 
on   a  large  scale. 

Excepting  in  the  ports,  where  the 
substantial  buildings  are  mostly  for  the 
benefit  of  foreigners  and  the  rich  Chinese, 
very  little  cement  and  brick  is  used  in  the 
country.  It  is  not  surprising,  therefore,  that 
the  number  of  cement  and  brick  works  should 
be  very  small.  Practically  all  the  works  in 
existence  are  either  foreign-owned  and  foreign- 
controlled  or  government  owned  and 
government  controlled.  The  Green  Island 
Cement  Company  have  works,  both  in  Macao 
and  Hongkong.  The  Onoda  Cement  Works 
are  in  Tairen,  this  concern  being  a  Japanese 
one.  There  are  government  works  at 
Canton,  Tayeh,  and  Wuhu.  The  biggest 
Chinese  works  are  in  Tongshan,  entitled 
the  Chee  Hsin  Company's  Cement  and 
Brick  Works.  In  Hankow  the  brick  and 
tile  works  are  managed  by  Germans, 
and  in  Shanghai  there  is  a  foreign  cement 
and   tile   works. 

Besides  the  aerated  water  factories,  the 
production  of  which  is  practically  for  the 
consumption  of  foreigners,  there  are  two  large 
breweries  in  China,  one  at  Tsingtau  and  one 
at  Shanghai,  of  any  magnitude.  There  are 
gas  works  only  at  Shanghai  and  Hongkong, 
both  exclusively  under  foreign  control.  Ice 
and  cold  storage  factories  are  in  Hongkong, 
Shanghai,  Swatow,  Foochow,  Harbin  and 
Hankow — also  for  the  benefit  of  foreigners. 
There  are  only  seven  large  leather  factories 
of  any  size,  of  which  three  are  Government 
works   in   Hankow,     Yunnanfu     and     Chengtu, 
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two  in  Shanghai — one  Chinese  and  one  foreign 
managed,  one  at  Tientsin,  and  one  at  Hongkong. 
There  are  numerous  match  factories  in  most 
parts  of  the  country,  mostly  under  Chinese 
management.  The  materials  are  obtained  in 
China,  and  the  knowledge  of  making  matches 
has  been  learned  by  Chinese  from  Japan.  The 
principal  factories  are  at  Shanghai,  Tientsin, 
Hankow,  Canton,  Chungking,  and  Hongkong. 
There  are  very  few  woollen  factories,  the  three 
principal  ones  being  the  government  factories 
at  Hankow,  Lanchow,  and  Peking.  These 
are  mainly  intended  for  the  supply  of  cloth 
for  the  army,  and  recently  the  Peking  factory 
has  stopped  work.  There  are  two  woollen 
factories  in  Shanghai  that  are  doing  very 
badly.  There  is  a  wool  spinning  factory  at 
Tientsin,  but  this,  likewise,  is  not  very  prosperous. 
Further,  most  of  the  foreign  firms  that  export 
wool  from  China  have  cleaning  and  pressing 
factories,  and  as  wool  is  obtained  in  the  north 
of  China,  almost  all  the  factories  are  at  Tientsin. 
The  principal  tobacco  factories  are  those  of 
the  British-American  Tobacco  Company  at 
Shanghai,  Hankow,  Newchwang  and  Mukden, 
and  the  Japanese  government  monopoly  factory 
at  Newchwang.  A  large  part  of  the  cigarettes 
smoked  in  China  are  the  output  of  these 
factories,  most  of  the  materials  being  brought  from 
America  or  Japan.  There  are  cigarette  factories 
in  Tsinanfu,  Tientsin,  Hongkong,  Hankow, 
and  Shanghai  as  also  in  other  places;  but  the 
trade  of  all  of  these  put  together  is  inconsiderable. 
The  tea  factories,  three  of  which  are  in  Hankow 
and  one  in  Kiukiang,  are  mainly  intended  for 
the  manufacture  of  brick  tea  for  Eussian 
consumption.  This  is  made  out  of  dust  and 
the  lowest  qualities  of  tea.  There  are  only 
two  sugar  refineries,  both  of  them  in  Hongkong, 
one  under  the  management  of  Messrs.  Jardine, 
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Matheson  &  Co.  and  the  other  under  that  of 
Messrs.  Butterfield  &  Swire.  The  heavy- 
import  of  sugar  from  Java,  Formosa,  and  other 
places  has  hurt  the  business  of  these  companies, 
but  they  are  doing  as  well  as  might  be  expected 
in  the  circumstances.  There  are  several 
paper  mills,  the  two  principal  of  which  are  at 
Hankow,  both  government  concerns.  There 
is  one  company  under  foreign  management  in 
Shanghai,  which,  however,  has  been  far  from 
prosperous.  There  are  three  government 
factories,  two  at  Hankow  and  one  at  Canton. 
There  are  a  number  of  Chinese  factories  at 
Nanzing,  Canton,  Chengtu,  Shanghai,  Chinkiang, 
Hongkong,  and  Tsinanfu.  Only  one  rope 
factory  is  in  existence,  and  that  under  foreign 
management  in  Hongkong.  In  view  of  the 
fact  that  China  has  long  been  denuded  of  its 
timber,  practically  all  wood  for  building  has 
to  be  brought  from  other  countries,  especially 
from  Seattle.  There  are  saw  mills  in  Hongkong, 
Hankow,  and  Foochow.  There  is  a  government 
nail  and  needle  factory  at  Hankow,  which, 
like  many  other  government  works,  has  never 
been  profitable.  There  are  two  antimony 
smelting  works — one  owned  by  the  Kwangsi 
government — and  a  number  of  copper  smelting 
works  at  Yaokai.  There  are  a  number  of 
soap  and  candle  works,  the  products  of  which 
are  of  extremely  low  quality  and  extraordinarily 
cheap.  Practically  all  of  them  are  Chinese, 
except  Messrs.  Price  &  Sons' s  candle  factory 
at  Shanghai  and  two  or  three  small  factories, 
and  the  soap  and  candle  factory  at  Tientsin. 
There  is  one  grass  cloth  factory,  and  a  number 
of  Chinese  and  foreign  factories  for  the 
manufacture  of  furniture.  A  new  industry  is 
arising  in  connexion  with  the  business  in  eggs. 
There  are  several  albumen  factories  in  Hankow, 
Tsingtau,      Shanghai,      besides     a     number     of 
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smaller  ones  in  other  places.  Electric  light 
works  and  waterworks  do  not  rightly  come 
under  manufactures;  but  still,  as  they  use 
machinery  and  modern  methods,  the  development 
of  these  works  in  China  is  interesting. 
Chinese  cities  are  not  averse  to  electric 
light,  in  spite  of  the  fact  that  electricity, 
so  far  as  the  Chinese  are  concerned,  is 
still  a  luxury,  and  more  costly  than 
their  own  vegetable  oils  and  the  newly 
imported  kerosene  oil.  There  are,  however, 
electric  light  works  at  Hankow,  Harbin, 
Macao,  Shanghai,  Tientsin,  Tairen,  Tsinanfu, 
Peking,  Canton,  Swatow,  Ningpo,  Soochow, 
Chinkiang,  Nanking,  Wuhu,  Chungking, 
Chengtu,  and  Newchwang.  Except  the  works 
at  Shanghai,  which  are  municipal  property, 
and  which  supply  also  power,  all  the  other 
companies  only  supply  current  for  lighting 
and  the  works  at  most  of  the  towns  have 
been  built  by  foreigners  with  materials  supplied 
from  foreign  countries;  the  Chinese,  however 
have  been  able  to  manage  the  works  in 
many  places.  Waterworks  are  now  established 
in  Peking,  Tientsin,  Newchwang,  Shanghai, 
Hankow,  Chengtu,  Swatow,  Canton,  Chapei, 
Chinkiang  and  Tsingtau.  It  is  needless  to 
say  that  all  these  have  been  built  with  foreign 
aid,  and  are  entirely  under  the  management 
of  foreigners,  except,  perhaps,  the  ones  at 
Chengtu,    Swatow  and   Canton. 

Elsewhere*  I  give  a  list  of  the  industries 
in  the  country.  In  view  of  the  difficulty 
of  obtaining  information,  it  is  the  best  possible 
list  that  could  be  obtained,  although  I  lay  no 
claim  for  the  list  being  accurate  or  complete. 
A  cursory  glance  at  the  list  is  sufficient  to 
show  that  the   so-called  industrial  advancement 

*  See  Appendix  E. 
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in  China  has  been  of  extremely  small 
proportions.  It  is  also  necessary  to  add  that 
most  of  the  works  are  not  prosperous  and 
a  good  number  of  them  do  not  even  pay 
their  way. 

Agriculture. 

Agriculture  is  the  principal  industry  of 
China,  more  than  nine-tenths  of  the  inhabitants 
being  cultivators  of  the  soil.  It  is 
extraordinary  to  note  that  the  Chinese, 
being  practically  all  agriculturists,  do  not  pay 
the  slightest  attention  to  cattle  breeding. 
There  are  no  large  herds  of  cattle  or  flocks 
of  sheep.  This  is  accounted  for  by  the  fact 
that  not  only  have  no  trees  been  planted  for 
centuries,  but  the  country  has  been  continually 
denuded  of  its  vegetation  —  the  population 
living  from  hand  to  mouth  on  the  border  line 
of  famine  with  just  enough  to  keep  body  and 
soul  together.  All  the  available  trees  and 
vegetation  are  used  for  cooking  and  heating 
purposes.  There  are  no  natural  or  artificial 
meadows,  pasture  lands  are  extraordinarily 
few,  and  are  to  be  found  only  in  such  places  as 
are  not  easily  accessible  to  man  or  beast.  There 
are  forests  only  near  high  mountains  and 
uncultivatable  places;  but  even  these  are 
disappearing  rapidly.  All  the  valleys  are 
cultivated,  and  people  aggregate  in  the  valleys; 
but  even  the  smallest  rain  soon  collects  into 
a  flood  and  becomes  a  torrent,  bringing  about 
untold  miseries  to   the  people. 

The  method  of  cultivation  is  very 
rudimentary.  Recently,  when  the  wave  of 
reform  was  at  its  height,  modern  implements 
were  imported;  but  land  in  China  being 
divided  and  sub-divided  into  small  patches, 
and  agriculturiests  as  a  whole  being  too  poor 
to  buy  even  the  cheapest  of  modern  implements 
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and,  above  all,  being  ignorant  of  their  proper 
use,  the  effort  to  modernize  agriculture  failed. 
The  farmer,  however,  is  a  very  hard  working 
man,  and,  excepting  in  famine  years  or  years 
of  heavy  rains  and  floods,  he  gets  enough  to 
keep  himself  and  his  kith  and  kin  in  comfort 
Rice  is  the  staple  agricultural  product  of  China, 
and  is  grown  in  practically  all  parts  of  the 
country  except  the  northernmost  provinces, 
which,  owing  to  the  long  spell  of  winter,  are  unfit 
for  rice  cultivation.  There  are  two  kinds 
grown,  one  in  the  water  and  the  other  in 
the  uplands.  The  number  of  crops  each 
year  varies  in  different  regions.  In  the  North 
there  is  only  one  crop,  in  Central  China, 
usually  two  and  in  some  places  three;  in 
Southern  China,  especially  in  the  valley  of  the 
West  River,  as  many  as  three  crops  are 
generally  raised.  The  staple  crops  in  the 
northern  parts  of  China  are  wheat,  barley, 
millet,  buckwheat  and  maize.  In  the  Yellow 
River  regions  rice  is  only  grown  in  some 
districts,  while  rhubarb,  tobacco,  and  fruit 
trees  are  largely  cultivated;  at  one  time, 
however,  poppy  was  the  biggest  crop.  The 
staple  crops  of  the  Central  provinces  are  rice, 
tea,  cotton,  China  grass  plant,  mulberry, 
varnish,  lacquer,  and  tallow  trees.  In  some 
parts  the  silk  worm  is  extensively  reared.  In  the 
South  Eastern  provinces  rice  and  the  silk  worm 
abound,  while  sugar  cane,  ground  nuts  and 
cinnamon  are  also  grown.  In  the  South 
Western  provinces  rice,  poppy,  and  tea  are 
largely  cultivated,  while  tobacco,  maize, 
barley,  and  wheat  are  also  harvested  to  a  small 
extent.  Besides  these,  potatoes,  beans,  and 
peas  are  cultivated  in  all  parts  —  except  the 
extreme  south  of  China.  There  are  generally 
three  crops  of  tea,  the  provinces  where  tea 
is     chiefly     cultivated     being     Fokien,     Anhui, 
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Kiangsi,  Hupeh,  Hunan,  Szechuan  and  Yunnan. 
Sugar  cane  needs  a  warm  climate,  and  is 
principally  cultivated  in  Kwangtung,  Fokien, 
and  the  lower  part  of  Szechuan.  Cotton  is 
grown  mainly  in  Kiangsu,  Anhui,  and  Hupeh. 
There  are  not  many  fruit  trees  in  China,  but 
there  are  the  peach,  pear,  apricot,  apple, 
plum,  orange,  jujube,  banana,  lichee,  pine 
apple,  mango,  vine,  chestnut,  walnut,  persimmon, 
and  biwa  trees.  Beans  and  seeds,  which 
form  a  large  volume  of  the  exports,  are  mainly 
grown  north  of  the  Yangtsze  and  in  the  three 
Eastern  provinces. 

Mineral  Wealth. 

China  is  very  rich  in  minerals,  although 
their  exploitation,  as  I  have  shown  above,  is 
being  very  tardily  conducted.  The  chief 
minerals  available  are  coal,  iron,  and  copper. 
Large  deposits  of  coal  are  known  to  exist  in 
Shansi,  Hunan,  Kweichow  and  Szechuan. 
There  are  also  important  coal  fields  in  Chihli, 
Shantung,  Shensi,  Honan,  Yunnan,  Hupeh, 
and  Kwangtung.  The  estimates  of  possible 
production  in  China  vary,  but  that  they  are 
enormous  is  undoubted.  The  richest  beds  of  iron 
are  those  of  Tsechow  and  Pingtingchow  in  South 
Shansi,  as  also  those  of  Szechuan,  Hunan, 
Honan,  and  Shantung.  The  Government 
already  extracts  copper  in  Yunnan  and 
Kweichow,  although  the  output  is  not  very 
large — large  quantities  of  copper  having  been 
imported,  especially  in  recent  years,  for  coinage. 
Zinc  and  tin  are  found  in  Yunnan,  and 
quicksilver    in    Kweichow.  Petroleum    fields 

are  known  to  exist  in  Szechuan,  Kansu, 
Shansi,  and  Chihli,  although  it  is  believed 
that  there  are  deposits  in  other  provinces  also. 
The   first  attempt  to  exploit  kerosene    has    just 
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been  made  in  the  concession  given  to  the 
Standard  Oil  Company  to  exploit  the  deposits 
in  Shansi  province.  Salt  is  obtained  in  almost 
every  part  of  China  as  also  from  evaporated 
sea  water  along  the  coast,  besides  the  brine 
wells  in  Shansi  and  Szechuan.  Gold  is  found 
in  grains  in  the  beds  of  the  several  rivers 
of  the  West,  as  also  near  Changtehfu  in 
Manchuria,    and   in  Kansu. 

Industrial  Progress. 

It  is  pertinent  to  enquire  why,  with  the 
country  abounding  in  mineral  and  agricultural 
wealth,  so  little  should  have  been  done,  in 
spite  of  the  fact  that  China  has  had  the  impact 
of  the  West  for  nearly  a  hundred  years, 
and  the  Government  has  always  been  in 
difficulties  with  regard  to  finance.  It  is 
because  China  has  followed  the  dog-in-the- 
manger  policy  with  regard  to  minerals.  She 
neither  develops  herself,  nor  lets  others  develop 
her  resources.  There  are,  however,  excuses 
for  her  attitude.  Even  to-day,  this  country 
has  not  been  able  to  distinguish  between  friend 
and  foe,  and  the  very  knowledge  of  her 
weakness  is  potent  enough  to  prevent  any 
activity  involving  foreign  co-operation.  It 
must  be  admitted  that  in  the  disputes  between 
foreigners  and  Chinese,  it  was  always  the 
foreigners  that  won,  whatever  might  be  the 
nature  of  the  rights  of  the  Chinese.  To 
official  China,  it  was  mainly  a  question  of 
saving  complications,  which  the  officials  thought 
could  be  effected  by  not  allowing  the  expansion 
of  industry  —  especially  when  it  involved 
foreign  capital  or  enterprise.  The  Chinese 
themselves  were  able  to  do  very  little.  They 
had  neither  the  training,  nor  the  knowledge, 
nor   the    capital    necessary   for     exploiting     the 
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hidden  resources  of  the  country.  The  foreign 
concessionaires  have,  at  the  same  time,  not 
always  been  of  the  right  type,  and  in  not  a 
few  cases  the  granting  of  concessions,  while 
opening  no  prospect  of  the  improvement  of 
mineral  resources,  led  only  to  unnecessary 
complications,  resulting  in  a  great  deal  of 
trouble   to   the   Government. 

As  for  general  and  industrial  advancement, 
the  Chinese  are  not  altogether  to  blame  for 
the  very  poor  and  slow  progress  they  have 
made.  It  is  unnecessary  for  me  to  repeat 
that  the  fundamental  difficulty  with  all  industrial 
progress  in  China,  or  in  most  of  the  Asiatic 
countries,  is  the  want  of  capital.  Co-operation 
for  business  purposes  is  practically  unknown 
in  China  to-day;  and  where  there  has  been 
such,  it  is  unfortunately  only  too  true  that 
those  who  had  the  control  or  the  management 
proved  to  be,  in  nine  cases  out  of  ten,  men 
of  a  very  undesirable  type.  While  the  Chinese 
merchant  is  usually  a  very  straightforward 
man,  the  temptations  that  are  put  in  his  path, 
when  he  is  able  to  control  money  belonging 
to  a  corporation,  are  so  great  that  he  has  not, 
as  a  rule,  been  able  to  resist  them.  Moreover, 
he  has  no  proper  conception  of  his  responsibilities 
when  he  has  the  direction  of  the  affairs  of  a 
public  corporation.  On  the  other  hand,  when 
he  does  his  own  business,  he  realizes  to  the 
fullest  extent  the  responsibility  vis  a  vis  himself. 
There  is  no  mutual  trust  as  there  is  in  Europe. 
The  situation  is  partly  to  be  accounted  for 
by  the  nature  '  and  methods  of  the  Government. 
The  laws  are  not  sufficiently  wide  or  advanced 
enough  to  apply  to  cases  arising  out  of  modern 
industrial  development,  and  whenever  the 
Government  saw  a  big  industrial  concern  or 
a  large  accumulation  of  capital  for  any  purpose, 
it  never  hesitated  to  make  as  much  out  of  it  as 
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possible — although  the  result  of  these  exactions 
were  known  to  be  such  as  to  wreck  the 
business  of  the  public  company.  The  Chinese 
do  not  know  accountancy  or  auditing  of  any 
kind.  In  individual  business,  all  sums  earned 
go  to  profit,  and  all  sums  spent  go  to  loss, 
and  the  expenses  of  management  of  individual 
business  being  so  small  —  and  depreciation 
almost  unnecessary — the  profit  and  loss  account 
is  easily  adjusted.  But  to  apply  the  same  to 
public   companies   is   simply   courting   disaster. 

There  are  also  other  handicaps  to 
development.  In  Europe  and  America,  the 
Governments  rendered  help  in  every  way, 
especially  with  regard  to  protecting  the  infant 
industries  from  outside  competition.  Even  in 
the  United  States  to-day,  in  spite  of  the  passing 
of  the  Underwood  Tariff  Bill,  there  is  an 
amount  of  protection,  which  is  quite  •  as 
effective  as  that  in  France  or  Germany.  Every 
European  country,  with  the  exception  of 
England,  is  a  protectionist  country.  Even 
England  was  protectionist  until  after  the 
Repeal  of  the  Corn  Laws  and  the  advocacy 
of  free  trade  by  Cobden  and  Bright.  Free 
trade  was  adopted  in  England  only  when  the 
nation  was  securely  established  as  a 
manufacturing  country — also  because  the  nation 
depended  entirely  on  the  outside  world  for  its 
food  products  and  raw  materials  needed  for 
manufactures.  The  development  of  industry  in 
Japan  has  been  hastened  considerably  by  a 
protective  policy,  the  rigour  of  which  is  felt 
very  much  by  the  people,  in  the  large  advance 
in  the  cost  of  living.  But  China,  on  the  other 
hand  was,  and  is,  the  dumping  ground  of 
all  the  surplus  output  of  every  manufactory 
in  the  world.  With  the  constant  fluctuations 
in  exchange  and  the  large  number  of  foreign 
traders   opening    business     in     the     ports     year 
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after  year  prices  have  been  coming  down,  so  much 
so  that  establishing  any  industry  in  the  face 
of  such  competition  remains  almost  a 
superhuman  task.  The  advantage  is  all  in 
favour  of  foreign  imports.  Even  taxation  of 
foreign  imports  is  possible  only  with  the  consent 
of  the  foreign  Powers.  In  a  few  cases,  the 
local  industries  are  even  penalized.  For 
instance,  cotton  mills  in  China  have  to  pay 
more  duty  on  the  raw  material  coming  from 
one  province  to  another,  than  on  cotton 
from  the  United  States  or  India.  What  with 
the  Chinese  looking  askance  at  the  increasing 
influence  of  foreign  capital  or  foreign  machinery, 
and  the  Government  trying  to  make  as  much 
out  of  the  local  industries  as  possible — while 
there  is  practically  no  check  on  imports — 
it  is  not  surprising  that  industrial  development 
under  such  conditions  is  extraordinarily 
difficult. 

In  all  industrial  countries,  labour  has 
largely  contributed  to  the  development  of 
manufactures.  It  has  often  been  said  t^at 
cheap  labour  in  China  would  prove  a  menace 
to  European  industrial  advance.  Cheapness  is 
of  no  value  unless  labour  is  efficient.  For 
instance,  in  the  cotton  industry,  although 
the  wages  of  a  Chinese  workman  is  only 
perhaps  about  one  sixth  of  the  wages  in 
Manchester,  the  amount  of  work  he  is  able 
to  turn  out  is  only  one  eighth  or  one-tenth  of 
what  a  Manchester  workman  is  able  to  do. 
It  is  the  same  in  Japan  and  in  India; 
only,  of  course,  a  longer  training  in  the  two 
latter  countries  has  brought  about  a  larger 
efficiency  in  the  quality  of  labour.  The  very 
fact  that  so  few  of  the  industrial  concerns 
in  this  country  are  prosperous  is  proof 
sufficient  that  mere  cheapness  is  no  help 
to    advancement.       The    position    of    labour    in 
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China  is  very  complicated  by  the  large 
increase  in  the'  number  of  emigrants  to  foreign 
countries.  The  country,  as  a  whole,  is 
agricultural,  and  the  people  as  a  rule  very 
rarely  leave  their  homesteads.  It  is  only 
adventurers  that  venture  out,  even  as  far  as  the 
ports  and  bigger  cities;  and  especially  in 
South  China,  the  moment  they  are  out  in 
the  bigger  cities,  a  vista  of  big  profits  is  held 
before  them  by  the  rising  industries  in 
Malaya,  the  Straits,  Java,  or  any  other  part 
of  the  world — excepting  their  own  country. 
They  generally  receive  money  from  their 
compatriots  in  foreign  countries,  who  indite 
to  them  the  glorious  possibilities  in  the  foreign 
lands.  The  working  man,  whose  labour  would 
be  a  great  advantage  to  the  rise  of  industry  ih 
China,  finds  greater  fields  for  himself  in 
foreign  countries,  and  naturally  he  chooses  to 
leave  his  native  land.  As  a  rule,  the  quality 
of  labour  in  the  mills  and  factories  of  the  ports 
is  poor,  and  there  is  a  very  large  proportion 
of  women  and  children. 

The  intense  conservatism  of  this  race  has 
been  one  of  the  principal  obstacles  to  industrial 
advancement.  It  is  only  during  recent  years 
that  the  opposition  to  anything  foreign  or  any 
labour  saving  device  has  been  brought  to  a 
minimum;  and  such  a  happy  consummation 
has  been  brought  about  only  in  the  ports  and 
in  the  big  cities,  where  there  has  been  a 
certain  amount  of  foreign  influence  working 
hand  in  hand  with  education.  There  is  a 
certain  amount  of  the  instinct  of  self-preservation 
in  the  opposition  of  the  Chinese  handicraftsman 
to  innovations.  To  many  free  trade  and 
labour  saving  devices  mean  their  extinction; 
and  it  is  only  human  that  they  should 
endeavour  to  avert  such  a  result.  The  actual 
outcome     of     their     endeavours,    however,    has 
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been  quite  contrary  to  their  expectations. 
Either  their  opposition  succeeded  in  driving 
the  industry  elsewhere,  or  the  imports  from 
foreign  countries  increased  to  such  a  large  extent 
that  they  had  perforce  to  lose  their  business. 
No  industry  in  China  has  succeeded  without 
encountering  heavy  initial  obstacles.  When 
the  first  railway  from  Shanghai  to  Woosung 
was  built,  the  Chinese  manifested  their 
opposition  to  this  innovation  in  a  most 
curious  way.  One  Chinese  committed  suicide 
on  the  line,  and  nothing  would  appease 
the  people  but  the  pulling  up  of  the  rails 
and  the  break  up  of  the  line.  When  the  first 
steam  power  cotton  mill  was  established  in 
China,  it  was  made  useless  by  the  very  simple 
plan  of  the  cotton-growers  refusing  to  send 
in  a  pound  of  cotton  to  the  mill.  When  the 
filatures  —  which  effect  not  only  a  wonderful 
saving  of  time  and  money,  but  improve  the 
quantity  and  quality  of  the  output  of  silk — 
were  first  brought  from  France,  they  succeeded 
in  Canton  for  a  while,  and  were  introduced 
latterly  by  Chinese  capitalists  into  the  silk 
rearing  districts — only  to  be  destroyed  and 
wrecked  later  by  the  country  folk  who  saw 
the  prospect  of  their  occupation  being  gone. 
In  many  cases,  combinations  of  associated 
labour  caused  the  transfer  of  the  mechanic  arts 
from  one  place  to  another.  In  the  seventies 
of  the  last  Century  native  merchants  in  Canton 
imported  from  Birmingham  a  quantity  of  thin 
sheet  brass  for  manufactures  of  brass  utensils 
at  Fatshan,  thus  throwing  out  of  employment 
a  class  of  coppersmiths  whose  business 
consisted  in  hammering  out  the  sheets  heretofore 
imported  in  the  thick  form.  "  But  the  trade 
struck  to  a  man  and  would  have  none  of  the 
unclean  thing,  and,  to  prevent  a  riot  among 
the     hooligans     of     the     rowdiest     city   in    the 

317 


FINANCE  IN  CHINA 

Empire,  the  offending  metal  was  returned  to 
Hongkong ;  "  *  but  Canton  soon  lost  that  industry 
to  Hongkong.  A  Chinese  from  America 
imported  thence  some  powerful  sewing 
machines  for  sewing  the  felt  soles  of  Chinese 
shoes  to  the  uppers,  "  but  the  native  sons  of 
St.  Crispin  destroyed  the  machines,  preferring 
to  go  on  as  their  fathers  did,  when  the 
enterprising  Chinaman  returned  to  Hongkong 
a  poorer  and  sadder  man."  *  Such  examples 
are  now  rare,  partly  on  account  of  the  fact 
that  the  great  majority  of  the  Chinese  are 
beginning  to  understand  the  value  of  labour- 
saving  devices,  and  partly  on  account  of  the 
fact  that  the  cost  of  production  as  a  result 
of  the  introduction  of  such  devices  is 
decreasing,  and  the  price  the  purchaser  has 
to  pay  has  been  considerably  reduced. 
Still,  however,  in  the  remote  parts  of  the 
country,  it  is  very  difficult  to  introduce  any 
new  industry,  and  in  business  there  is  practically 
no  trust  in  the  foreigner. 

While  the  foreigner  has  done  his  best 
towards  advancing  industries,  the  result  has 
been  meagre  —  mainly  owing  to  the  Chinese 
opposition.  In  a  few  cases,  an  attempt 
was  made  to  minimize  the  opposition  by 
co-operation  between  foreigners  and  Chinese. 
Such  co-operation  exists  in  the  case  of  the 
Kailan  Mining  Administration,  but  even  there 
the  controlling  voice  is  that  of  the  foreigner. 
It  is  mainly  necessity  that  impels  the  foreigner 
to  keep  the  control  in  his  own  hands.  In 
practically  every  industry,  the  Chinese  have 
not  arrived  at  a  stage  in  which  they  could 
understand  the  business  fully,  and  have  not 
got    that    sense    of    corporate   responsibility  and 


* "  Chinese    Guilds "    by    Rev.      J.      Macgowan,      Journal      of     the 
North-China  Branch  of  the  Royal  Asiatic  Society,  Vol.  XXI. 
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probity  which  they  usually  exhibit  in  individual 
business.  Except  in  very  rare  instances, 
attempts  at  Chino-foreign  co-operation  have 
not  been  made  by  men  of  the  best  type  or 
people  with  considerable  financial  backing. 
Recently  there  were  proposals  for  the  formation 
of  a  Chino  American  Bank  and  Chino- 
American  Steamship  Company;  but  from 
the  very  outset  it  was  understood  that 
such  schemes  would  never  succeed.  During 
1913  the  first  big  attempt  at  co-operation  was 
made  in  the  starting  of  the  Banque  Industrielle, 
the  capital  of  which  was  supplied  to  the 
extent  of  two-thirds  by  the  important  French 
capitalists  and  banks,  and  one-third  by  the 
Chinese  Government.  This  concern  has  started 
well,  although,  of  course,  it  has  met  with  a 
good  deal  of  opposition.  It  is,  however, 
essentially  French  and  so  far  it  has  contracts 
for  the  building  of  the  Pukow  harbour,  the 
construction  of  a  railroad  of  1,000  miles  in 
the  South,  the  building  of  a  street  railway 
in  Peking,  electric  light  works  and  waterworks; 
and  a  loan  for  75,000,000  francs  was  issued 
in  May,  1914.  What  the  result  of  such 
co-operation  will  be  in  the  future  is  hard  to 
say,  but  as  an  attempt  in  the  direction  of 
foreign-Chinese  co-operation,  it  is  to  be 
commended,  in  spite  of  the  many  faults 
inherent  in   such   a  scheme. 
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LABOUR 

Whatever  may  be   the  kaleidoscopic  changes 
in  the  political  world,   it  is  a  truism   that    the 
teeming  millions  of  China,  who  press  so  closely 
on  the  means  of  subsistence,   are  generally  very 
content.        To      the      sociologist     this     appears 
strange    in    spite    of    the    fact    that    civil    wars, 
insurrections,    strikes,     and    risings    have    been 
numerous,    and    the    maladministration    of     the 
country  for  nearly  a  century  has  been  notorious. 
To    enquire    into    the   cause  of  the  contentment 
is  a  very  interesting  study.      There  is  practically 
no  force  in  China  to  compel   submission  to  the 
laws,    and    even   the   laws    are   very    imperfect. 
The   country,   as   a  whole,    is    very    democratic, 
in    spite    of     the     fact     that     it     is     extremely 
conservative.       Except    a    few  officials  who   are 
reputed  to  be  extremely  rich,   there  is  practically 
no  oligarchy  or  a  class  of  aristocracy  in  China. 
It  is  very  rarely  that  a  man  owns  more  than  a 
hundred  mow*  of  land,   and  the  number  of  such 
people    is    extremely    few.        No    institution    or 
caste    bars    the  way  of   the    ambitious    to    take 
part  in   the  government  of   the   Empire.      There 
is  no   such  disparity    between   the  affluent  and 
the  powerful  and  the  poor  as  to  excite  intense 
hostility.       Again,    the    fatalistic    tendencies    of 
the   people    help    them  to  take  their  lot  as  the 
decree    of   heaven    and  bear  no  grudge   against 
the     successful    or    the    affluent    in    life's    race. 
Alone  of  all  countries  in  the  world,  the  labourer 
is    not    branded    with    inferiority,    and    he    can 

*  One-Sixth  of  an  acre. 
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aspire  to  positions  quite  as  great  as  those  to 
which  the  sons  of  the  great  and  rich  aspire. 
The  wants  are  few,  and,  except  on  occasions 
of  famine  and  floods,  they  are  always  satisfied. 
The  artisan  and  labourer,  half  starved  as  he 
may  be,  knows  that  by  constant  labour  he 
could  reach   even  to   the  highest   eminence. 

The  question  of  labour  in  China  has  been 
very  lightly  touched  upon  in  the  past,  and 
the  materials  available  to  form  a  judgment  of 
the  wages  and  the  condition  of  the  rural 
and  the  labouring  classes  are  very  scanty. 
But  it  is  known  that  for  centuries  the  labourers 
have  been  organized  in  most  of  the  trades, 
although,  of  course,  the  organization  among 
this  class  is  of  more  recent  origin  than  the 
mercantile  associations.  The  guilds  of  the 
retail  artisans,  which  practically  correspond  to 
trade  unions  in  Europe,  have  had  a  proper 
organization  only  for  about  150  years.  In 
the  mechanical  arts,  such  unions  are  generally 
composed  of  masters  and  workmen  united  as 
against  the  cheapening  practices  of  society  and 
against  official  interference.  But  in  trades 
where  the  workmen  are  numerous,  the  labourers 
have  their  own  organizations,  and  combine 
against  the  employers,  commence  a  strike 
peacefully,  accomplish  their  object,  and  disband. 
Every  union  has  its  own  regulations,  and 
associations  are  formed  only  when  there  is 
a  large  number  of  workmen  employed.  The 
Chinese  say  that  human  occupations  are  316 
in  number,  and  wherever  they  are  organized, 
their  rules   are   practically  the   same. 

Wages. 

It  is  interesting  to  enquire  into  the 
wages  that  are  usually  obtainable  in  the 
several  classes  of  labour.      The  principal  industry 
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in  China  is  agriculture,  and  it  is  instructive  to 
learn  the  rates  of  wages  in  the  different  parts  of 
the  country.  In  Manchuria,  labour  is  hired  in 
spring  and  autumn.  Each  five  acres  must 
have  a  man  to  work  it  properly.  A  man  is 
hired  by  the  year,  lives  with  the  farmer, 
and  receives  an  equivalent  of  from  $15  to  $20 
per  annum  as  wage.  The  average  of  the 
two  sums  is  the  common  wage.  In  Shantung 
and  Chihli,  the  annual  wage  of  labourers, 
including  food,  is  about  Tls.  6/7,  while  the 
wage,  not  including  food,  is  about  Tls.  13. 
The  daily  wage,  not  including  food,  is  3 
candareens  in  Shantung  and  5  candareens  in 
Chihli,  while  the  daily  wage,  without  food, 
is  6  candareens.  The  daily  wage  during 
harvest,  including  food,  is  1  mace,  both  in 
Shantung  and  Chihli.  In  Tsingchowfu 
(Shantung),  the  annual  wage  of  the  farm 
labourer  is  about  20,000  cash — about  $10  to  $12. 
If  hired  by  the  month  he  receives  between 
2,000-3,000  cash  monthly,  and  if  working 
under  daily  contract  from  200-300  cash  per 
diem.  In  either  case  his  food  is  always 
supplied  in  addition  to  his  wages.  In 
Shansi,  hired  hands  are  frequently  employed 
in  the  fields  and  receive  from  20,000-30,000 
full  cash  per  annum  during  harvest;  labourers 
come  from  other  parts  and  are  employed  to 
cut  corn;  formerly  they  also  used  to  gather 
opium.  In  Kweichow,  hired  hands,  employed 
by  the  year,  receive  from  1,000-1,200  cash 
per  month,  besides  one  hat,  one  pair  of 
shoes,  one  pair  of  stockings,  and  two  or  three 
garments  a  year.  The  hird  man  eats  the 
same  kind  of  food  as  his  master.  In  Kansu, 
labourers  are  engaged,  some  throughout  the 
whole  year,  and  others  only  during  the  harvest 
time.  The  regular  hands  are  paid  from 
1,600-2,000    cash     per     month,     including    food. 
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During  harvest  time,  the  extra  hands  are 
paid  from  170-180  cash  per  day,  also  with 
food.  In  Kiangsu,  labour  is  employed 
especially  in  winter,  the  men  coming  from  the 
north  of  the  river  and  from  the  Yellow  River 
districts.  They  get  about  two  strings  of  cash 
per  month  with  their  food.  Very  often  only 
food  and  lodging  is  given.  In  Hupeh  8,000- 
10,000  cash  per  annum  with  board  is  considered 
good  pay  for  an  agricultural  hand.  As 
low  as  6,000  cash  is  paid,  but  only  for 
inferior  labour.  During  June,  60  cash,  with 
three  meals  a  day,  is  paid  for  extra  hands. 
In  Hangchow,  wages  for  a  skillful  and  a  good 
hand  come  to  about  $20  and  board  for  a  year. 
In  the  mountain  districts,  as  low  as  $15 
and  board  per  annum  is  paid.  In  other 
portions  of  the  province  of  Chekiang,  hired 
labour  is  much  used,  and  the  wage  varies 
from  120-160  cash  a  day,  or  2,400-3,000  cash 
a  month.  Boys  get  about  1,000  cash  a  month, 
and  in  every  case  the  labourer  is  fed  by  the 
employer.  In  Fukien  wages  are  regulated  as 
follows  :  For  preparing  the  ground  and  planting 
out  the  rice  shoots  for  the  first  crop  :  200  cash 
a  day;  for  weeding  and  raking  between 
the  rice  plants :  about  80  cash  a  day,  and  a 
very  low  class  of  labour  is  employed  for  this 
work ;  for  reaping  the  first  crop :  160  cash 
per  day;  for  preparing  the  ground  and 
manuring  for  the  second  crop  :  80  cash  a  day; 
and  for  reaping  the  second  crop  :  120  cash  a  day. 
In  all  cases  food  is  provided  by  the  landlord. 
In  Kwangtung,  at  the  planting  and  harvesting 
of  rice,  the  wage  is  from  10-20  cents  a 
day,  with  five  meals,  or  30  cents  without 
food ;  but  when  a  labourer  ,  is  employed  by 
the  year,  his  wage  is  from  $8  to  $14,  with 
food,  clothing,  head  shaving,  and  tobacco. 
In     Yunnan,     the     wage    is    3    meals    and    100 
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cash  for  male,  and  3  meals  and  70  cash  for 
female,  labourers  per  day,  during  the  period 
of  the  transplanting  of  the  rice.  At  other 
times  3  meals  and  60  cash  a  day  is  paid 
for  male,  and  1  meal  and  50  cash  a  day  for 
female  labourers.  These  were  the  wages  paid 
in  the  country  about  twenty- five  years  ago,* 
but  it  can  confidently  be  stated  that  there 
has  been  very  little  of  appreciation  in  the 
amount  received  by  labour. 

Even  now,  in  the  cities,  the  common  labourer, 
who  corresponds  to  the  type  of  the  agricultural 
labourer,  obtains  about  15-25  cents  a  day — 
according  to  the  demand  and  the  season  of 
the  year.  The  average  for  unskilled  hands 
in  the  cotton  mills  is  about  $6-7  a  month, 
and  the  wages  of  skilled  hands  vary  according 
to  the  work  they  are  able  to  perform.  The 
average  in  silk  filatures,  where  more  women 
than  men  are  employed,  is  about  $5-7,  the 
skilled  hands  of  course  getting  more  and  receiving 
higher  pay  according  to  their  qualifications.  But 
even  the  most  skilled  workman  who  has  a 
technical  knowledge,  say,  of  cotton  spinning 
or  electric  light  machinery  obtains  only  at 
the  most  about  $15-20,  except  in  cases  where 
scarcity  or  special  Individual  aptitude  leads  to 
the  receipt  of  larger  sums.  The  average 
Chinese  skilled  workman  thus  obtains  only 
about  £1  10s.  to  £2  a  month — which  is  certainly 
only  one-fourth  or  one-sixth  of  the  amount 
paid  to  the  workman  in  England,  who  performs 
a    similar    kind    of    work.        Wages    also    differ 

*  I  am  indebted  for  the  information  with  regard  to  wages  in 
different  parts  of  China  to  the  article  on  "  Tenure  of  Land  in  China 
and  the  Condition  of  the  Rural  Population  "  by  George  Jamieson, 
in  the  Journal  of  the  North-China  Branch  of  the  Royal  Asiatic 
Society,  Vol.  XXHI.  Mr.  Jamieson  has  collated  information  supplied 
by  several  missionaries  and  residents  in  different  places.  During  the 
past  two  years  1  have  been  making  inquiries  with  regard  to  wages; 
and  the  result  of  such  inquiries  confirm  the  oft-expressed  opinion 
about    the    unchangeableuess    of    affairs    in     China. 
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with  the  class  and  financial  capacity  of  the 
employers.  The  richer  concerns  are  naturally 
able  to  pay  more  for  their  workmen  than  the 
poorer  ones,  and  are  able  to  retain  them 
longer.  Wages  also  differ  according  as  the 
employer  is  Chinese  or  foreign.  It  is  quite 
general  for  foreigners  to  pay  from  30-50 
per  cent,  more  for  the  same  kind  of  labour 
than   a  Chinese  employer. 

Trade  Unions. 

The  organization  among  labourers  to  protect 
themselves  against  the  public  generally  as  also 
against  unscrupulous  labourers  is  almost  as 
perfect  in  China  as  in  other  countries.  It  must 
be  said  to  the  credit  of  the  Chinese  workman 
that  he  rarely  strikes,  unless  he  has  a  real 
grievance,  or  believes  he  has  one;  even 
then  he  adopts  the  most  peaceful  methods. 
The  Government  has  always  held  that  the 
strike  of  workmen  in  the  public  service  for 
increase  of  wages  is  mutinous,  but  on  many 
an  occasion  the  Chinese  workman  has  been 
quite  stubborn,  and  would  suffer  any  penalty 
rather  than  forego  his  principles.  Although  most 
of  the  trades  are  formed  into  unions,  the 
Chinese  are  very  sectional.  Membership  of 
most  of  the  unions  is  restricted  to  fellow- 
townsmen  or  relatives.  For  instance,  fish-hook 
making  at  Wenchow  is  restricted  to  men  of 
that  trade  who  come  from  Fukien,  and  no 
Wenchowese  is  allowed  to  acquire  that  art. 
The  trade  unions  even  forbid  instruction  in 
certain  arts  to  people  from  certain  places.  No 
recalcitrant  members  can  escape  punishment, 
nor  can  any  obtain  employment  who  are  not 
in  good  standing  and  fidelity  to  the  craft. 
The  black  legs  are  punished  even  more  severely 
than   in    European    countries    and    in    America. 
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But  it  is  noteworthy  that  the  Chinese  neither 
understand  nor  have  any  sympathy  with 
syndicalism.  The  object  of  the  trade  unions 
is  simply  to  protect  the  interests  of  members 
by  mild  measures,  and  not  to  inconvenience 
society  in   any  way. 

In  China,  there  is  no  sabbath  every  week, 
nor  has  there  been  an  agitation  for  an  eight- 
hour  day.  But  there  are  rules  by  which  the 
holidays  and  the  hours  of  work  are  restricted. 
Weaving,  for  instance,  is  not  allowed  after  nine 
o'clock  at  night.  Carpenters  work  eleven  hours 
in  summer,  and  nine  in  winter;  masons  half- 
an-hour  longer.  The  principal  holidays  of  the 
Chinese  are  the  last  five  days  of  the  year, 
the  first  ten  days  of  the  new  year,  and  four 
others  interspersed  through  the  year.  Only  in 
the  ports  and  in  businesses  controlled  by 
foreigners  do  they  have  the  holidays  according 
to  the  European  standard;  but  during 
stress  of  business,  the  workmen  do  not 
have  the  holidays.  The  Chinese  workman 
is  more  reasonable  than  the  trade  unionist 
at  home  in  not  demanding  uniform  wages 
for  inferior  and  superior  kinds  of  work. 
The  wages  are  more  or  less  regulated  by  merit, 
and  the  capitalist  and  the  workmen  are  able 
to  adjust  affairs  with  as  little  friction  as 
possible. 

While  the  trade  unionists  are  anxious 
to  protect  their  interests,  they  are  not  unmindful 
of  the  fact  that  they  should  preserve  their 
reputation  by  not  allowing  any  of  their  members 
to  defraud  the  master  or  the  public.  For 
instance,  the  preamble  of  the  Fishmongers' 
Union  says  : — ' '  We  have  heard  that  in  trade 
and  mercantile  transactions  general  sincerity 
and  good  faith  are  of  prime  importance,  in 
order  that  neither  seller  nor  purchaser  should 
incur  loss.      Our  Union  desires   that  transactions 
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should  be  satisfactory  to  both  parties.  We 
have  long  been  engaged  in  fishmongery,  and 
the  rules  originally  framed  having  become 
partially  obsolete;  we  now  remodel  them  to 
meet  changes,  hoping  that,  both  dealers  and 
purchasers  being  upright,  these  regulations  will 
ever  after  be  conformed  to."  In  this  country, 
of  course,  there  is  not  that  clear  distinction 
found  in  Europe  between  master  and  labourer. 
For  instance,  in  the  Ningpo  Fishmongers' 
Union,  the  men  mostly  work  for  their  living 
and  also  sell  their  produce.  Or,  in  the  Silk 
Weavers'  Union  or  the  Millers'  Union,  there 
are  workmen,  proprietors,  and  also  retail 
merchants.  But,  of  course,  the  regulation 
of  wages  and  the  prices  vary  mainly  on  the 
quality  and  strenuousness  of  the  labour 
employed.  Trade  unionism  in  China  has 
been,  on  the  whole,  beneficial  to  the  country. 
It  prevents  the  combination  of  employers 
against  society  as  also  against  the  workmen, 
whose  toil,  as  the  Copperware  Workers'  Union 
says,  "  requires  an  extraordinary  amount  of 
physical  exertion."  The  afl&liation  of  workmen 
for  the  promotion  of  legal  objects  in  this 
country  cultivates  self-respect  and  self-restraint. 
The  quality  of  the  work  is  also  improved,  and 
co-operation  among  labour  has  been  generally 
beneficial  to  the  public   weal. 

So  far  as  foreign  employers  are  concerned, 
and  in  the  ports  generally,  the  necessity  for 
trade  union  combination  against  them  has  been, 
except  in  very  rare  instances,  very  small. 
The  wages  paid  by  the  foreign  employer  are 
always  higher  than  that  paid  by  the  compatriots 
of  the  labourers.  The  hours  of  work  are 
better,  and  the  prospects  of  advancement  are 
greater.  It  is  possible  that  at  a  distant 
future,  when  China  is  honeycombed  with 
factories    for    all    kinds   of    works,    a    spirit     of 
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antagonism  between  capital  and  labour  might 
arise,  as  in  Europe  and  America.  For  the 
present,  the  prospects  are  for  peaceful 
co-operation,  especially  when  there  is  so  much 
work  to  do  before  China  can  really  be 
entitled  to  the  appellation  of  an  industrial 
country. 
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PUBLIC  FINANCE 

The  collection  of  funds  for  state  purposes 
and  the  use  of  resources  so  obtained,  are  such 
vital  parts  of  the  organization  of  a  state  as 
to  constitute  the  most  difficult  and  the  most 
important  portion  of  the  subject  of  finance. 
A  citizen  of  a  modern  state  pays  the  state 
in  several  ways  for  the  peace  and  security 
that  he  enjoys  and  the  conveniences  that  are 
obtainable  through  the  agency  of  the  state. 
The  complicated  structure  of  modern  societies 
makes  it  necessary  that  the  state  should 
perform  functions  which,  in  less  organized 
societies,  the  government  never  performs. 
The  letters  of  the  citizen  of  a  modern  state 
have  to  be  carried  through  the  agency  of 
the  state,  and  although  as  a  rule  the  state 
makes  a  large  profit,  it  is  evident  that  it  would 
be  impossible  to  perform  that  function  at  so 
little  cost  by  means  of  any  other  agency. 
Public  services  have  multiplied  several  fold, 
the  object  of  all  of  them  being  the  addition 
to  the  comforts  of  the  individual.  Nothing 
is  obtained  free  in  this  world,  and  if  individuals 
have  to  pay  bigger  taxes,  they  receive  larger 
benefits.  For  the  due  discharge  of  its 
functions,  the  state  has  to  obtain  a  regular 
and  repeated  supply  of  its  commodities  either 
in  the  shape  of  funds  or,  in  ancient  societies 
like  China,  in  the  shape  of  materials.  The 
processes  involved  in  obtaining  and  using 
these  supplies  become  less  complicated  with 
the  advance  in  civilization.      In   ancient   China, 
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for  instance,  it  was  comparatively  complex 
where  the  taxes  were  paid,  not  only  in  money, 
but  in  kind.  In  modern  England,  on  the 
other  hand,  the  taxes  are  well  regulated, 
although  the  mechanism  is  complicated.  The 
result  is  extremely  simple.  For  any  state, 
however  low  it  may  be  in  the  scale  of 
development,  some  provisions  for  the  supply 
and  use  of  money  for  the  benefit  of  the 
individuals  who  constitute  the  state  are 
necessary;  and  this  is  what  is  known  as 
public   finance. 

There  is  a  fundamental  difference  between 
the  public  finance  of  modern  European  states — 
or  countries  that  have  come  under  European 
dominance  or  influence  like  India,  Japan  and 
Siam — and  China,  although  this  country  is 
making  efforts  to  come  into  line  with  the 
progress  made  in  other  important  countries 
of  the  world.  Only  three  centuries  ago,  the 
position,  even  in  Europe,  was  more  or  less 
like  what  it  is  in  China  to-day.  In  France, 
in  the  17th  and  18th  Centuries  there 
were  the  farmers-general,  who  corresponded 
to  the  Chinese  mandarins.  There  is  no 
pool,  as  there  is  in  the  western  countries, 
in  the  public  finance  of  China.  All  revenue, 
from  whatever  source,  is  not  brought  together, 
and  all  expenditure,  under  whatever 
heading,  is  not  put  together.  There  is  neither 
system  nor  regularity.  The  situation  has  led 
to  a  great  deal  of  corruption,  as  it  did  in 
the  European  countries  two  or  three  centuries 
ago.  The  Chinese  official  has  been  preeminently 
a  tax  collector.  He  has  no  fixed  salary  as 
officials  in  Europe  have,  and  his  responsibility 
is  not  measured  in  the  same  fashion  as  in 
European  countries.  The  revenue  from  each 
administrative  area  is  assessed  at  a  fixed  sum, 
although,     according    to    the   law,    this    sum   is 
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fixed  on  the  basis  of  a  surplus  after  expenditure 
on  police,  justice,  roads,  education,  sanitation, 
etc. — however  crude  the  basis  may  be.  The 
officials,  high  and  low,  have  been  led  to  think  that 
they  existed  only  for  the  benefit  of  the 
mandarinate.  Under  the  old  regime,  the  viceroy 
was  convinced  that  he  had  performed  his  duty  so 
long  as  he  had  extorted  enough  money  from  his 
subordinate  officials  to  despatch  the  minimum 
amount  to  Peking.  The  head  of  the  district 
thought  that  his  duties  were  well  performed 
if  he  sent  his  quota  to  the  viceroy — and  so 
on  to  the  lowest  village  official.  Taxation  was 
regulated  on  paper,  but  the  method  of  assessing 
and  collecting  taxes  has  long  been  primitive. 
As  the  salaries  paid  to  officials,  high  and 
low,  were  extremely  low  they  were  allowed 
to  scrape  as  much  as  possible  for  their 
maintenance.  Of  course,  the  cost  of  collection 
multiplied  according  to  the  rapacity  of  the 
official;  and  the  truculence  or  otherwise  of  the 
taxpayer  also  regulated  the  amount  extracted 
from   the  public. 

Being  mainly  an  agricultural  country,  with 
practically  no  resources  of  any  other  kind,  it 
is  inevitable  that  the  sources  of  revenue  in 
China  should  be  extremely  few.  The  same 
commodities  were  taxed  over  and  over  again. 
The  cultivator  had  to  pay  the  land  tax;  the 
rice  cultivated  from  the  land  was  taxed  by 
the  Customs  and  there  was  also  lekin. 
Besides,  when  this  same  rice  was  sold  in  the 
shops  there  were  other  taxes  and  fees. 
Necessity  compelled  the  Government,  which 
had  to  find  increasing  revenue  with  the 
increase  of  the  population  and  the  responsibilities 
of  the  central  and  provincial  governments,  to 
tax  its  limited  resources  as  heavily  as  possible. 
The  sources  of  revenue  as  they  exist  to-day 
may   be   briefly   summed    up    as    land,    tribute, 
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Customs,  salt,  foreign  Customs,  likin,  and 
miscellaneous  taxes.  It  must  be  borne  in 
mind  that,  in  any  study  of  figures  purporting 
to  represent  the  income  or  the  outgo  of  China, 
a  good  deal  is  assumed.  In  countries  that 
have  come  under  European  influence,  the 
receipts  include  the  entire  sum  received  from 
all  sources  of  revenue  from  the  taxpayer,  and 
the  expenditure  gives  the  entire  amount 
expended  for  all  administrative  purposes.  In 
China,  on  the  other  hand,  the  hsien  sends 
to  the  viceroy  only  a  surplus — after  using 
the  money  necessary  for  the  maintenance  of 
his  district.  There  is,  of  course,  a  certain 
fixed  minimum  and  maximum,  and  he  has 
to  manage  the  best  he  can  to  send  as  much 
as  possible.  The  viceroy  thus  obtains  a 
certain  revenue  from  a  number  of  hsiens, 
and  after  spending  on  the  necessary  items, 
according  to  regulations  and  custom,  he  is 
supposed  to  send  to  Peking  the  balance — 
which  sum,  however,  is  assessed  at  a  certain 
amount.  Further,  there  are  some  heads  of 
revenue  which  are  strictly  Imperial,  and  some, 
like  the  Maritime  Customs,  which  go  altogether 
towards  foreign  loans.  The  total  amount 
collected  from  the  taxpayer  in  all  parts  of 
the  country  can  only  be  conjectured;  and  the 
sums  collected  certainly  depend  upon  the 
discretion  and  rapacity  of  the  collectors,  and 
vary  with  the  prosperity  or  otherwise  of  the 
several  parts  of  the  land  during  several 
periods. 

Some  estimate  has,  however,  to  be  made 
as  to  the  amount  paid  by  the  people  to  the 
state.  The  records  anterior  to  that  of  the 
establishment  of  the  Manchu  dynasty  are 
very  meagre.  When  the  Manchus  conquered 
China  two  hundred  and  fifty  years  ago,  the 
total    revenue    collected    by    them     was     under 
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Tls.  15,000,000.  About  the  close  of  the 
seventeenth  Century,  Manchu  rule  was  well 
established,  and  the  record  of  the  functions 
and  the  revenue  collected  about  1680  was 
approximately  as   follows  : — 

"  The  method  of  levying  the  Emperor's 
revenue  contributes  as  much  as  anything  to 
the  public  peace;  for  all  men's  estates  are 
measured  and  their  families  registered 
according  to  the  number  set  down  on  a  board, 
which  every  head  of  a  family  is  obliged  to  hang 
over  his  door,  so  that  they  know  what  is  due  to  the 
Emperor  and  carry  it  to  the  mandarins  of  the 
towns  of  the  third  rank ;  which  if  any  neglect, 
they  must  suffer  imprisonment  and  bastinado 
till  they  have  made  satisfaction.  And  there  is 
an  officer  appointed  over  every  ten  houses 
to  see  that  they  make  a  true  report.  The 
mandarins  of  the  lower  rank  give  an  account 
to  the  general  officer  of  the  province,  who 
accounts  to  the  Court  of  Exchequer  at 
Peking,  and  the  surplus  of  revenue  that 
remains,  after  satisfying  the  pensions,  salaries, 
soldiers'  pay,  public  buildings,  etc.,  in  the 
provinces,  is  also  carried  thither  to  maintain 
the  Emperor's  court,  militia,  and  other 
expenses  of  Peking,  which.  La  Comte  says, 
the  revenue  of  the  Southern  provinces  alone 
would  answer,  though  they  keep  magazines 
of  rice  at  Peking  enough  for  three  years 
beforehand  for  fear  of  a  deficiency.  He  says, 
it  is  very  difficult  to  form  an  exact  computation 
of  the  total  of  the  Emperor's  revenue  because 
vast  sums  are  paid  in  goods  as  well  as  in 
money,  and  that  the  nearest  conjecture  that 
can  be  given  of  them  is  that  they  amount  on 
the  whole  to  at  least  £21,600,000.  Magaillans 
says;  there  is  paid  into  the  Treasury  every 
year  18,600,000  crowns  in  silver  not  including 
the    Emperor's    tolls    and    Customs    upon    what 
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is  bought  and  sold  over  the  whole  Empire, 
nor  the  interest  of  some  millions  which  he 
lends  out  at  excessive  rates,  nor  the  great 
revenues  of  the  crown  lands,  woods,  or  gardens, 
nor  the  money  arising  from  the  daily  confiscations 
of  estates  for  high  treason  or  otherwise.  There 
is  also  paid  into  the  Treasury  under  the 
name  of  the   queen's  revenue   1,823,962  crowns. 

"  Into  the  magazines  of  the  Court  are 
carried  every  year,  according  to  Magaillans, 
43,328,834  sacks  of  rice  and  wheat,  1,315,937 
loads  of  salt  at  50-lb.  weight  each,  200^  sacks  of 
fine  vermilion,  94,737-lb.  of  varnish,  38,550-lb. 
of  dried  fruit.  Into  the  Emperor's  wardrobe 
are  also  brought  1,655,432-lb.  of  silks,  satins, 
and  velvets  of  several  colours,  476,270  pieces 
of  light  silks,  272,903-lb.  of  raw  silk,  396,480 
pieces  of  cotton  cloth,  464,217-lb.  of  cotton, 
and  56,280  pieces  of  flax  cloth;  besides  21,470 
sacks  of  beans  for  the  Emperor's  horses  and 
2,598,583  bundles  of  straw  at  5-lb.  each, 
which  two  last  proportions,  says  Magaillans, 
were  so  ordered  by  the  Chinese  Emperors; 
but  at  present  they  are  increased  to  almost 
four  times  the  quantity  because  of  the  multitude 
of  horses  which  the   Tartars  keep."  * 

Elsewhere  I  have  given  an  interesting 
statement  —  from  the  same  source  —  which 
purports  to  be  a  catalogue  of  families  of  fighting 
men — excluding  the  Emperor's  retinue — and  the 
annual  tributes  of  the  several  provinces — 
excepting  tolls  and  Customs — taken  from  the 
Chinese  Register  in  the  time  of  the  Emperor 
Wan  Li  by  Martin,  a  Jesuit  Missionary  in 
Peking.  ** 

In  the  palmiest  days  of  the  Empire,  or 
at  the  close  of  the  18th   Century,    the    revenue 

"  Atlas  Geographus  by  Merman  Moll,  Asia,  Pp.  742-743. 
**  See  Appendix  F. 
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reached  the  total  of  about  Tls.  40,000,000. 
Three-fourths  of  this  total,  which,  at  the  then 
rate  of  exchange,  was  equivalent  to  £14,000,000, 
was  derived  from  the  land  tax,  and  the 
other  fourth  from  the  salt  and  the  customs 
taxes.  The  position  of  the  public  finance 
during  that  period  is,  to  a  certain  extent, 
well  explained  by  Abbe  Grosier.  "  The  greater 
part  of  the  taxes  are  paid  in  commodities. 
Those  who  breed  silk  worms  pay  their  taxes 
in  silk,  the  husbandman  in  grain,  and  the 
gardener  in  fruit,  etc.  The  method  is 
simple  and  convenient.  The  indulgence  granted 
to  the  subject  by  this  mode  of  imposing  taxes 
is  in  no  wise  detrimental  to  the  sovereign. 
In  every  province  there  are  numbers  of  people 
in  the  service  of  the  government,  either 
mandarins,  officers,  soldiers,  or  pensioners  of 
different  kinds.  These  are  furnished  with 
every  necessity,  both  for  food  and  clothing, 
so  that  the  commodities  collected  as  taxes 
are  almost  all  consumed  in  those  provinces  in 
which  they  are  levied.  If  anything  remains, 
it  is  sold  for  the  behoof  of  the  Emperor  and  the 
amount  is  deposited  in  the  Imperial  Treasury. 
The  taxes  paid  in  money,  such  as  are 
necessary  in  every  government,  arose  principally 
from  the  Customs  and  the  sale  of  salt,  which 
belonged  entirely  to  the  Emperor,  from  the 
duties  paid  by  vessels  on  entering  any  of  the 
ports,  and  from  other  imposts  on  various 
branches  of  manufacture.  These  excepted,  the 
trader  scarcely  contributed  anything  towards 
exigencies  of  the  state,  and  the  mechanic 
nothing  at  all.  The  weight  of  the  permanent 
and  personal  taxes  falls  entirely  on  the 
husbandman.  This  is  regulated  in  proportion 
to  the  extent  of  his  lands  and  to  their 
fertility.  The  greatest  precautions  have  been 
taken  that  he  may  not  be  overcharged    in   the 
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imposing  nor  harassed  in  the  levying  of  the 
taxes.  Exclusive  of  administration,  the 
tribunal  of  finances  presided  over  the  levying 
and  imposition  of  taxes.  This  levying  was 
simplified  as  much  as  it  possibly  can  be.  The 
duties  levied  from  towns  and  villages  are 
carried  to  cities  of  the  third  class,  thence  • 
they  are  conducted  to  those  of  the  second 
class,  and  thence  again  to  those  of  the  first 
class,  from  which  they  are  conveyed  to  the 
capital.  Besides  the  sums  in  each  district 
for  discharging  the  ordinary  expenses  of 
government,  money  is  levied  by  way  of 
reserve  to  answer  accidental  demands  and  to 
be  ready  in  cases  of  necessity.  This  sum 
becomes  gradually  less  from  the  capital  to 
cities  of  the  first,  second  and  third  class. 
A  proper  statement  of  what  is  paid  in  the 
provinces,  of  what  is  reserved  in  the  different 
cities  or  contained  in  the  different  treasuries 
of  the  Empire  has  to  be  submitted  to  the 
examination  of  the  Grand  Tribunal  of  Finances. 
This  tribunal  revises  the  whole  and  keeps  an 
exact  account  of  what  is  consumed  or  of 
what  surplus  may  be  left.  The  Emperor's 
revenue  amounts  to  more  than  one  thousand 
millions  of  French  money,  or  about  £41,000,000 
sterling.  He  might  increase  it  by  new 
impositions,  but  he  seldom  exercises  this 
privilege."  * 

Barrow  gives  an  interesting  account  of  the 
finances  of  China,  and,  in  his  opinion, 
"  the  taxes  raised  for  the  support  of  the 
government  are  far  from  being  exorbitant 
or  burdensome  to  the   subjects." 

"  The  amount  of  the  revenues  of  this 
great  empire  has  been  differently  stated.       As 

*  "  General    Description    of    China "    translated    from    the   French   of 
Abbe  Grosier,  London,  1788,  Pp.  76-79. 
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the  principal  branch,  the  land  tax,  is  paid 
in  kind,  it  is  indeed  scarcely  possible  to 
estimate  the  receipt  of  it  accurately,  as  it  will 
greatly  depend  on  the  state  of  the  crop.  An 
Emperor  who  aims  at  popularity  never  fails 
to  remit  this  tax  or  rent  in  such 
districts  as  have  suffered  by  drought  or 
inundation.  Chou-ta-gin       gave       to       Lord 

Macartney  from  the  Imperial  rent  roll,  a 
rough  sketch  of  the  sums  raised  in  each 
province,  making  them  to  amount  on  the 
whole  to  £56,0000,000  sterling;  which  is  not 
more  than  twice  the  revenue  of  the  State 
of  Great  Britain,  exclusive  of  the  poor  rate 
and  other  parochial  taxes  in  1803,  and  which 
gives,  as  I  before  observed,  if  reduced  to 
a  capitation,  the  sum  of  about  four  shillings  for 
each  individual,  whilst  that  of  Great  Britain, 
by  an  analogous  computation,  would  amount 
to  about  fifteen  times  that  sum.  I  should 
suppose,  however,  that  a  shilling  in  China 
generally  speaking  would  go  as  far  as  three 
in   Great  Britain. 

"  From  the  proceeds  of  the  taxes  the  civil 
and  military  establishments,  and  all  the 
inciden'tal  and  extraordinary  expenses,  are  first 
paid  on  the  spot  where  they  are  incurred,  out 
of  the  provincial  magazines,  and  the  rema;inder 
is  remitted  to  the  Imperial  treasury  in  Peking 
to  meet  the  expenses  of  the  Court,  the 
establishment  of  the  Emperor,  his  palaces, 
temples,  gardens,  women,  and  Princes  of  the 
blood.  The  confiscations,  presents,  tributes 
and  o'ther  articles  may  be  reckoned  as  his 
privy  purse.  The  surplus  revenue  remitted 
to  Peking  in  the  year  1792  was  stated  to  be 
about  36,000,000  ounces  of  silver,  or 
£12,000,000  sterling."  * 

*  "Travels  in  China  "  by  John  Barrow,  Pp.  402-403. 
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The  same  author  gives  the  amount  of 
surplus  taxes  remitted  to  Peking  by  each 
province   as  follows  : — 

Ounces 

Chihli      3,036,000 

Kiangsu      8,210,000 

Kiangsi      2,120,000 

Chekiang    3,810,000 

Fokien    1,277,000 

Hupeh     1,310,000 

Hunan    1,345,000 

Honan     3,213,000 

Shantung   3,600,000 

Shansi     3,722,000 

Shensi     1,700,000 

Kansu     340,000 

Szechuan       670,000 

Kwangtung       1,340,000 

Kwangsi     500,000 

Yunnan      210,000 

Kweichow     145,000 

or  a  total  of  36,548,000  ounces. 

The  Taping  Rebellion  threw  much  of  the 
land  in  the  lower  Yangtsze  Valley  out  of 
cultivation,  and  even  in  1896  the  government 
of  Chekiang  reported  that  nearly  1,000,000 
English  acres  remained  uncultivated.  In 
1887,  it  was  officially  reported  by  the  Viceroy 
Chang  Chih-tung  that  lekin,  salt,  and  native 
Customs  produced  Tls.  30,000,000  a  year, 
which  was  probably  as  much  again  as  the 
total  average  yield  of  land  tax.  Coming  down 
to  modern  times,  the  estimate  of  revenue, 
according  to  Sir  Robert  Hart,  for  the  year 
1901 — not  taking  into  consideration  contributions 
in  kind — was   as   follows  : — 

Tls. 
Land  tax  in  silver    ...  26,500,000 
Land  tax  in  grain 3,100,000 
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Tls. 

Salt  tax    13,^00,000 

Imperial        Maritime 

Customs       23,800,000 

Lekin    16,000,000 

Native  Customs     2,700,000 

Native  opium     2,200,000 

Provincial  income     ...     2,600,000 

or  a  total  of  Tls.   90,400,000. 

The  figures  of  Mr.  Parker,  as  revised  by 
Mr.  Morse,  show  very  little  difference,  and 
the  revenue  in  about  1905,  according  to  his 
statement,   was  as  follows  : — 

Tls. 

Land  tax  in  money   ...  25,887,000 

Tribute   whether  com- 
muted or  not  7,420,000 

Native  Customs     4,160,000 

Salt  gabelle     12,600,000 

Miscellaneous      taxes, 
old  and  new    3,856,000 

Foreign  Customs  35,111,000 

Likin  on  general  mer- 
chandise and  native 
opium        13,890,000 

Total  Tls....  102,924,000 

The  two  latter  budgets  do  not  take  into 
account  the  amounts  retained  by  the  provincial 
and  local  administrations,  and  it  is  extremely 
difficult  to  arrive  at  even  a  tolerably  correct 
computation  of  the  amounts  retained  by  the 
provinces.  Mr.  Morse  has  computed  the 
totals  as   under  : — 

Imperial  Provincial  Local 

Administration  Administration  AdmiHistration 

Land  tax      25,887,000  67,060,000  9,315,000 

Tribute      7,420,000  15,582,000  2,300,000 
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Imperial 
Administration 

Natiye  Customs     3,790,000 

Salt  gabelle     13,050,000 

MiseellanlBous      3,856,000 

Foreign  Customs    31,169,000 

Lekin      13,890,000 


Provincial 
Administration 

1,290,000 
26,000,000 

5,998,000 

3,942,000 
22,502,000 

Local 

Administration 

249,000 

25,000,000 

985,000 

1,230,000 

3,639,000 

142,374,000 

42,718,000 

Total 99,062,000 

or  a  total  of  Tls.  284,154,000.  I  fear,  however, 
that  the  totals  are  exaggerated,  as  I  will 
show,    in  the  following  Chapter. 

We  now  come  to  the  several  attempts  to 
arrive  at  the  total  revenue  of  the  State  during 
the  past  three  years.  During  the  closing 
years  of  the  Manchu  regime  attempts  were 
made  to  reorganize  the  public  finance.  A 
budget  was  drawn  up  and  presented  to  the 
Tsechengyuan,  showing  a  deficit  of  Tls. 
66,000,000,  but  the  senators  were  able  to 
convert  this  deficit  into  a  surplus  of  Tls. 
3,461^932.  Practically  all  the  figures  are  only 
guess  work,  and  even  the  Customs  revenue 
is  not  correctly  computed.  As  an  instance 
of  the  first  attempt  by  the  Manchus  for  a 
national  budget — and,  unhappily,  their  last— 
the  following  statement  of  revenue  is 
interesting : — 

Income  For  1911. 

Tls. 

Land  tax    and    grain 

tribute      49,669,858 

Salt  and  tea  tax     47,621,920 

Customs  revenue  42,139,288 

Miscellaneous  taxes  ...  26,163,842 

Lekin    44,176,542 

Eents     from     govern- 
ment property    47,228,437 
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Tls. 

Sales  of  official  ranks 

and  titles     5,652,33^ 

Miscellaneous     35,698,477 

Sale  of  government 
bonds     3,560,000 

Or  a  total  of   Tls....  301,910,297 

Since  the  establishment  of  the  Republic, 
the  government  was  absolutely  out  of  its  hinges. 
It  is  inevitable,  therefore,  that  finance  should 
be  the  last  thing  the  authorities  would  be  able 
to  cope  with.  But  there  was  an  orgy  of 
budgets ;  as  many  as  six  were  made  during  the 
course  of  two  years.  The  revised  one, 
published  early  in  1912,  showed  the  income 
as  follows  : — 

Ordinary  Income. 

Tls. 

Land  taxes      46,164,709 

Salt  and  tea    46,312,355 

Maritime  Customs    ...  35,139,917 

Native  Customs     6,990,845 

Sundry  duties     36,163,842 

Lekin     43,187,907 

Income    from    official 

property       36,600,899 

Sundry  receipts      19,194,101 

Total  Tls....  269,754,575 

Provisional    Income. 

Tls. 

Land  taxes      1,936,636 

Native  Customs      8,524 

Contributions 5,652,333 
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Tls. 

Government       credit 

notes      3,560,000 

Sundry  receipts     16,050,648 

Total  Tls.  27,208,142 

The  Budget  for  the  second  fiscal  year  of  the 
Eepublic  from  July  1,  1913,  to  June  30,  1914, 
had  the  following  totals  on  the  credit  side  : — 

Ordinary  Income. 

$ 

Land  tax     79,180,722 

Salt  tax    77,401,265 

Customs  tax  66,970,003 

Lekin    32,704,806 

Other   taxes    37,862,160 

Other  duties    3,811,172 

Public  property     7,849,612 

Miscellaneous     12,385,813 


Total  $318,165,553 

Extraordinary  income  totalled  $239,130,592 
— the  total  revenue  for  the  year  being  computed 
at  $557,296,145. 

Owing  to  the  limited  resources  of  the 
country,  the  sources  of  taxation  are  few  in 
number.  The  Government  has  had  very  little 
to  do  with  normal  life  of  the  people,  while 
in  modern  civilized  states  the  governments 
interfere  in  every  operation  of  life.  In  China, 
on  the  other  hand,  from  time  immemorial, 
"  births,  marriages,  deaths,  instruction,  religion, 
roads,  bridges,  police,  sanitation  (if  any), 
family  feuds,  civil  feuds,  festivals,  often  even 
criminal  cases — these  were  all  purely  private 
matters  arranged,  where  the  family  cannot 
settle    them,    by    the    village     or     town     elders 
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in  conclave."  *  The  functions  of  the 
government  were  considered  to  be  fully 
performed  in  the  periodical  arrival  of  tax 
gatherers  and  bullies.  It  appeared  as  if 
the  viceroys  and  the  officials  existed  only  to 
feed  a  pack  of  idle  Manchus  at  Peking  and  an 
equally  idle  soldiery — that  was  not  fit  for 
any  real  fighting.  The  main  concern  of 
Peking  was  to  keep  up  the  several  departments 
of  the  Court,  the  privy  purse,  jewellery  vaults, 
porcelain,  silk  and  tea  stores,  dyeing  house, 
wardrobe,  etc.,  and  if  owing  to  famine,  war, 
or  rebellion,  the  country  had  to  spend  amounts 
not  budgeted,  it  was  considered  to  be  the 
benignant  will  of  the  Emperor.  Practically 
nothing  returned  in  benefits  to  the  people,  even 
after  the  advent  of  foreign  traders  in  large 
numbers.  There  was  again  the  unstable 
currency,  or  no  currency  at  all,  to  complicate 
matters  as  much  as  possible.  All  accounts 
in  China  were  "  so  arranged  as  to  present 
as  many  anfractuosities,  callosities,  and 
complication  as  possible,  in  clearing  which 
obstructions  the  silver  has,  of  course,  all 
the  more  chance  of  halting  piecemeal  on  its 
way  to  its  nominal  destination.  Thus  there 
are  allowances  on  the  scale  for  the  melting 
pot,  for  sweating,  for  ware  and  tear,  for  freight, 
for  escort,  for  the  "rice"  of  the  board  officials 
who  receive  it,  for  local  weights,  stationery, 
cartage,  haulage,  porterage,  etc.  Whenever 
any  question  comes  in  of  turning  copper  cash 
into  silver,  or  taels  into  dollars,  or  vice  versa, 
of  course  there  is  a  "  squeeze."  Then  there 
are  arrears  to  be  dunned  for,  advances  to  be 
made,  loans  to  other  provinces,  divertings 
to    meet   certain    and    unforseen  demands,   such 


*  The  ' '  Financial  Capacity     of     China "     by    E.     H.    Parker,     Journal 
of  the  North-China  Branch  of  the  Royal  Asiatic  Society,  Vol.  XXX. 
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as  famine,  wars,  foreign  loans,  imperial 
marriages,  birthdays,  funerals,  etc.  Remissions 
of  taxation  are  very  troublesome,  for  those  who 
already  paid  their  money  never  got  it  back, 
while  those  who  receive  payments  have  the 
opportunity  of  juggling  with  the  date  of 
remission,  both  when  it  begins  and  when  it 
ends.  All  officials  being  tarred  with  the 
same  brush,  whether  they  wish  to  be  tarred 
or  not,  none  can  be  over  severe  with  any  other 
erring        colleague.  Notwithstanding        this 

universal  corruption,  accounts  are  kept  in 
scrupulous  good  order,  and  fractions  are  often 
worked  out  to  the  hundred-millionth  part  of 
a  tael,  the  very  cost  of  writing  which  down, 
even  at  the  low  rate  of  wages  in  China,  is 
of  itself,  of  course,  a  waste  of  public  money. 
Fractions  were  calculated  down  even  to  the 
ten-billionth  part  of  a  tael   for  each  item."  * 

Even  recently,  when  there  is  supposed  to 
be  reformation  in  the  air,  the  situation  in 
this  respect  is  worse  then  ever.  The  Pochow 
correspondent  of  the  "  North-China  Daily 
News,"  writing  in  April,  1914,  states  :  "  When 
at  Eungching  recently,  one  of  the  writers  of 
the  Lifang  Tax  Office  was  calling  on  me ;  I  asked 
him  what  the  total  of  silver  assessed  on  the 
land  of  the  country  was,  and  he  said,  Tls. 
47,000.  Then  I  asked,  if  a  man  who  owes 
as  much  as  Tls.  10  of  good  silver  and  presented 
it  in  the  highest  grade  silver,  whether  it  would 
be  accepted  or  not.  He  said,  "  most  certainly 
not,  he  must  pay  in  cash."  Then  I  asked 
at  what  rate,  and  he  said  "  5,000  cash  per 
tael."  The  tael  was  selling  that  day  on  the 
street  at  less  than  1,800  cash,  so  that  the 
tax  price  was  nearly  three  times  the  real 
price.       Then   I  asked    if   that  was  uniform  in 

*The  "Financial  Capacity  of  China"  by  E.  H.  Parker. 
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the  province  of  Hunan,  and  he  said  that  was 
only  for  this  hsien.  I  asked  who  fixes  this 
rate,   and  he  said  the  magistrate." 

In  an  interesting  note  on  the  taxation  of 
Honan,  Mr.  George  Jamieson  gives  the  following 
taxes  which  have  to  be  paid  on  land  :  The 
land  tax  proper;  meltage  fee  for  inferior  touch, 
about  44  per  cent,  of  the  land  tax;  expenses 
of  collection  at  the  rate  of  300  copper 
cash  on  every  tael  of  land  tax;  grain  tax 
at  6,400  copper  cash  per  picul.  Thus,  while 
the  land  tax  itself,  which  cannot  be 
altered  legally,  was  only  Tls.  58  on  the  area 
in  question,  the  total  tax  paid  was  146 
Kuping  taels. 

Expenditure. 

The  principal  expenditure  of  the  state 
in  the  olden  times  was  almost  entirely 
confined  to  the  payment  of  officials, 
the  maintenace  of  the  Court  and  the  army. 
Practically  all  the  affairs  which  constitute  the 
functions  of  a  modern  state  were  performed 
by  the  village  elders  themselves  with  as 
little  of  interference  on  the  part  of,  and 
trouble  to,  the  government  officials  as  possible. 
In  the  olden  times,  of  course.  Government 
used  to  attend  to  the  roads,  waterways,  and 
other  means  of  communication,  as  also  spend 
sums  in  times  of  famine  or  scarcity  and  wars. 
Hermann  Moll  says  :  "  The  civil  government 
took  care  that  the  roads  be  good,  for  which 
they  stuck  at  no  charge  and  cut  passages 
through  mountains.  The  canals  are  wharf ed 
in  several  places  with  stone  walls  for  the 
convenience  of  travelling  and  over  them  are  a 
great  number  of  bridges  which  unite  the  towns 
and  fields  together.  In  marshy  grounds  they 
throw  up  prodigious  long  banks.       In   some  of 
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the  provinces  they  have  causeways  on  both 
sides  for  foot  passengers  supported  with  trees 
and  sometimes  terraced  with  walls,  eight  or 
ten  feet  high,  to  keep  passengers  out  of  the 
fields — all  terminating  at  the  same  town.  At 
every  mile  and  a  half  distant  there  are  several 
wooden  machines  like  triumphal  arches  about 
thirty  feet  high,  upon  which  there  is  wrote 
in  such  large  capitals  as  may  be  read  almost 
half  or  a  quarter  mile  distant  how  far  it  is 
from  the  town  you  left  to  that  you  are  going 
to,  so  that  there  is  no  need  of  a  guide."  *  La 
Comte  observed  that  the  roads  were  extremely 
dusty  because  of  the  light  soil  and 
extraordinary  frequency  of  travellers.  This 
is  an  almost  strange  contrast  to  the  position 
during  the  latter  part  of  the  19th  Century, 
when  it  was  found  that  probably  no  country 
in  the  world,  especially  none  aiming  at 
civilization — even  of  the  most  rudimentary 
type — has  paid  so  little  attention  to  roads 
and  means  of  communication  as  China; 
and  it  may  be  remarked  in  this  connexion 
that  no  road  in  the  European  acceptance  of 
the  term  as  an  artificially  constructed  viaduct 
laid  out  with  engineering  skill  —  even  of  the 
meanest  description  —  exists,  from  one  end 
of  China  to  the   other. 

At  the  close  of  the  18th  Century,  and 
in  the  early  years  of  the  19th  Century, 
the  expenditure  was  put  at  £51,000,000,  or 
about  150,000,000  ounces  of  silver.  The  budget 
for  1792  which  Barrow  gives  in  his  "  Travels 
in  China,"  is  as  follows: — 

£ 

Expenditure    for   civil 
establishments    1,973,333 

*  Atlas  GeographuB,  Asia,  by  Hermann  Moll. 
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£ 

Expenditure   for   Mili- 
tary   establishments  49,982,933 


or  a  total  of  £51,956,266 

Sir    Robert    Hart's    list    of    the  expenditure 
for  1901  comprises  the  following  items  : — 

Tls. 

Imperial  Household 
and  Central  Govern- 
ment        12,480,000 

Navy     5,000,000 

Army      30,0000,000 

Embassies  and  Lega- 
tions           1,000,000 

Interest  and  repay- 
ment of  Foreign 
Loans    24,000,000 

Railway    Construction       800,000 

River  Conservancy 
Works   940,000 

Customs,  Light  houses 
and  Revenue  Crui- 
sers         3,600,000 

Provincial  Adminis- 
tration         20,300,000 

Reserve  Funds    3,000,000 


Total  Tls....  101,120,000 

Coming    to    recent   years,    Mr.    Parker's    list   of 
the  expenditure  in  1905  is  as  follows  : 

Tls. 

Cash  remitted  to 
Peking      9,131,000 

Grain  or  its  commu- 
tation sent  to  Peking 
and  cost  of  transport    5,780,000 
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Tls. 

Frontier  defence     5,415,000 

Admiralty  general 
fund 1,450,000 

Army,  navy  and  forti- 
fications      25,200,000 

Arsenals   3,385,000 

Yellow  River  and 
other    conservancies    1,389,000 

Foreign  Customs  allow- 
ance and  mainten- 
ance of  lights      3,842,000 

Native  Customs  allow- 
ance to  Inspectorate        370,000 

Sundry  Peking  funds    3,842,000 

Railway    development 

fund       550,000 

Imperial  grants  for 
provincial  adminis- 
tration         34,042,000 

Foreign  loans  and 
indemnities  at  ex- 
change of  3  shillings 
to  a  tael    42,000,000 


or   a  total  of   Tls.    136,496,000 

This    brings  about   a   deficit    of  Tls.    33,572,000. 

During  the  closing  years  of  the  Manchu 
regime,  efforts  were  being  made  to  nationalize 
the  expenditure  or  bring  it  into  lines  followed 
by  civilized  countries  throughout  the  world.  There 
was  still  no  complete  attempt  to  distinguish 
properly  between  central  and  provincial 
taxation,  although,  however,  the  attempt  was 
being  made  towards  bringing  in  all  revenue 
to  Peking  and  paying  as  much  out  of 
Peking  as  possible  —  instead  of  letting  the 
provinces  send  only  the  surplus  to  the  central 
government.       I    stated    that   the     budget     for 
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the  year  1911,  or  the  last  year  of  the 
Manchu  rule,  gave  an  income  of  Tls. 
301,910,297.  The  items  of  expenditure  for 
that  year,  according  to  the  budget,  as  amended 
by   Tsechengyuan,    were  as   follows  : — 

Tls. 

Budget  of  Ministry   of 

Foreign  Affairs  2,782,288 

Legation     and      Con- 
sulates               343,727 

Constabulary      4,352,040 

Budget  of  Ministry    of 

Finance     111,249,315 

Education    2,747,477 

Army        77,915,890 

Navy     9,997,947 

Justice      6,643,829 

Communications    37,569,097 

Agriculture,    Industry 

and  Commerce   5,453,833 

Dependencies      1,688,560 

Grants   in    aid  to  the 
provinces      37,703,362 

Total  Tls.  298,448,365 

thus  giving  a  surplus  of  Tls.  3,461,932.  It 
may  be  seen  that  the  items  of  expenditure 
follow  the  lines  of  the  Ministries  mostly, 
with  the  exception  of  the  grants  in  aid  to  the 
provinces  and  one  or  two  other  items.  The 
budget  of  the  Ministry  of  Finance  includes 
the  interest  on  foreign  loans;  but  this  budget, 
like  others  which  have  followed  since  the 
establishment  of  the  Republican  regime,  was 
vitiated  by  the  fact  that  while  the  items  of 
expenditure  were  more  or  less  correct  and  had 
to  be  expended,  there  was  not  the  least  prospect 
of  the   realization  of   the   amounts  of  revenue. 
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With  the  advent  of  the  Republic  efiEorts 
were  made  to  regulate  national  expenditure 
in  the  same  manner  as  the  national  income. 
The  budgets  were  mainly  exercises  of  the 
Financial  Ministers  of  the  period,  as  the  items, 
either  of  revenue  or  of  expenditure,  had  no 
foundation  in  fact.  I  have  given  two  attempts 
to  frame  the  national  income.  While  for 
1913  the  receipts  were  estimated  at  about  Tls. 
300,000,000,  the  actual  amount  received  was 
only  about  $90,000,000.  Even  this  amount  was 
available,  because  of  the  increase  in  the 
revenue  of  the  foreign  Customs.  There  was 
absolutely  no  basis  for  either  the  formulation 
of  the  revenue  or  that  of  the  expenditure. 
Early  in  1912,  Mr.  Tang  Shao-yi  presented  a 
budget  with  a  deficit  of  £25,000,000.  For 
the  first  six  months  of  1913  while  the  estimated 
receipts  were,  according  to  the  Finance 
Minister,  $51,336,880,  the  estimated  expenditure 
was  $168,823,452.  Even  this  total  of  the 
receipts  was  not  realized,  for  the  simple  reason 
that  the  provinces  were  to  have  remitted 
$18,551,846,  which  amouht,  as  a  matter  of 
fact,  they  were  neither  able  nor  willing  to 
send  to  Peking.  The  particulars  of  expenditure 
are  not  of  great  value  as  a  record,  but  they 
are  interesting  as  showing  the  financial  needs 
of  the  government.  Out  of  the  total 
expense,  about  $79,199,844  was  assigned  to 
national  debts;  the  rest  was  for  the  maintenance 
of  the  central  government,  excluding,  of  course, 
the  sums  spent  on  the  administration  of 
railways.  The  particulars  of  expenditure  are 
as  follow : — 

Ministry  of  Foreign  Affairs  : 

The  expenses  for  the  Ministry  itself  are 
$264,532,  including  salaries  $161,988. 

Extraordinary  expenditure  $117,000. 
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Amount  budgetted  for  Legations  and 
Consulates  abroad,  Ordinary  $933,756,  including 
salaries    $609,156.      Extraordinary    $291,000. 

Ministry  of   the  Interior  : 

The  ordinary  expenses  of  the  Ministry 
itself  are  $256,372,  including  salaries  $207,192. 
Extraordinary   $126,800. 

Ministry   of  Finance  : 

Ordinary  expenses  of  the  President's  Office 
are  $226,920,  of  which  $130,950  is  for  salaries. 
Extraordinary  $303,000. 

Ordinary  expenses  of  the  Tsanyiyuan, 
$137,892.25,  including  salaries  $118,228. 
Extraordinary    $32,800. 

Ordinary  expenses  of  the  Cabinet, 
$159,682.00,  including         salaries         $20,400. 

Extraordinary  $6,300. 

Ordinary  expenses  of  the  Secretary's  Office 
of  the  Cabinet,  $65,312,  including  salaries 
$49,002.  Extraordinary      $3,240,      including 

salaries   $2,040. 

Ordinary  expenses  of  the  Bureau  of 
Legislation,  under  the  Cabinet,  $39,037.40, 
including  salaries  $32,270.40,  and  expenses  of 
the  Compiling  Committee  of  the  Bureau, 
$34,326. 

Ordinary  expenses  of  the  Bureau  of 
Civil  appointments,  $27,210,  including  salaries 
$23,040.      Extraordinary  $2,416. 

Ordinary  expenses  of  the  Bureau  of  Printing 
and  Engraving,  $94,605,  including  salaries 
$43,350. 

Ordinary  expenses  of  the  Bureau  for 
Mongolian  and  Tibetan  Affairs,  $665,049, 
including      salaries       $50,976.  Extraordinary 

$209,176. 
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Ordinary  expenses  of  the  Provisional 
Bureau  of  Merit,  $54,498,  including  salaries 
$44,196.      Extraordinary   $1,800. 

Ordinary  expenses  of  the  Audit  Bureau, 
$68,869.40,         including  salaries         $62,136. 

Extraordinary  $4,950,  including  salaries 
$3,750.  Training  institute  for  Book-keeping 
$2,400,  including  salaries   $1,284. 

Ordinary  expenses  of  the  Ministry  itself, 
$259,512.84,  including  salaries  $237,102.84. 
Extraordinary   $209,080. 

Ordinary  expenses  of  the  Salt  Gabelle 
Office,   $64,152,  incudling  salaries   $59,568. 

The  pension  for  the  ex-Imperial  family 
$2,800,000. 

National   Debts,    $79,199,844.91. 

Shui  Wu-Chu  $55,155.40,  including  salaries 
$47,751.08. 

Extraordinary,  Balance  to  be  kept  by  the 
Ministry   $2,000,000. 

Ministry  of  Education  : 

Ordinary  expenses  of  the  Ministry  itself, 
$198,844,   including  salaries   $172,671. 

Ministry  of  War  : 

Ordinary  expenses  of  the  Ministry  itself, 
$97,546.      Extraordinary   $28,020. 

First  Army  Division,  $1,159,702,  including 
pay  $760,075. 

2nd  Army  Division,  $1,039,903,  including 
pay  $719,141. 

3rd  Army  Division,  $1,150,140.64,  including 
pay  $765,993. 

4th  Army  Division,  $921,405,  including 
pay   $629,601. 

5th  Army  Division,  $1,018,163,  including 
pay  $659,316. 
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Peiyuan  Arsenal,  $460,630,  including 
salaries   $125,009. 

Hupeh  Arsenal,  $750,034,  including  salaries 
$241,642. 

Kiangnan   Arsenal,   $984,509. 

Expenses  of  the  advisory  department, 
$37,300,    including  salaries. 

Ordinary  expenses  of  the  Nanking  armies 
which  have  been  paid  by  the  Ministry  of 
War  after  the  abolition  of  the  post  of  the 
Resident  General  are  as  follows  : 

(1)  The  first  army  of  the  ex-Eesident 
General,    $1,182,900. 

(2)  The  second  army  of  the  ex-Resident 
General,  $1,368,912  in  cash  and  $118,380  in 
notes   of  the   public   loan. 

(3)  The  eighth  army  division,  $664,576  in 
cash  and  $65,646,    in   notes  of  the   public  loan. 

Ordinary  expenses  of  the  Board  of  the 
Chief  of  the  General  Staff,  $420,002.72,  including 
salaries   $307,594.32.      Extraordinary    $778,890. 

Kung  Wei  Army,  $1,568,270,  including 
salaries   $1,047,733. 

Ching  Wei  Army,  $1,270,267,  including 
salaries   $810,336.       Extraordinary   $364,050. 

Yi  Army,  $1,082,181,  including  salaries 
$805,345. 

The  Front  Wu  Wei  Army,  $949,407, 
including   salaries   $739,392. 

The  Military  office  in  the  President's 
Office,  $98,028,  including  salaries  $86,508. 
Extraordinary  $70,000. 

Ministry  of   the    Navy  : 

Ordinary  expenses  of  the  Ministry  itself, 
$230,118,  including  salaries  $200,712. 

Extraordinary  $2,001,740. 
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Ministry  of  Justice  : 

Ordinary  expenses  of  the  Ministry  proper, 
$238,964,  including  salaries  $174,396. 

Extraordinary  $208,000. 

The  Supreme  Court,  $120,877,  including 
salaries   $88,932. 

Procuratorate  General,  $43,451,  including 
salaries  $32,730. 

Ministry  of    Agriculture   and   Forestry  : 

Ordinary  expenses  of  the  Ministry  proper, 
$309,241.82,  including  salaries  $190,000. 
Extraordinary  $177,855. 

Places  for  Agricultural  Experiments, 
$33,356.30,         including         salaries  $14,245. 

Extraordinary  $14,520. 

Fishery  Bureau,  $112,620,  including  salaries 
$83,520.      Extraordinary   $96,000. 

Cultivation  Bureau,  $23,470,  including 
salaries   $22,770.      Extraordinary  $3,000. 

Places  for  the  Experimental  cattle  raising, 
$23,492,  including  salaries  $14,484. 

Extraordinary  $80,200. 

Forestry  Bureau  of  Kirin,  $18,600,  including 
salaries  $15,840.  The  branches,  $41,904, 
including  salaries  $32,040.  Extraordinary  for 
both   head   and  branch  bureaux   $160,600. 

Places  for  forestry  experiments  $15,108, 
including      salaries      $13,308.  Extraordinary 

$13,300. 

Expenses  for  immigration  surveyors, 
$36,400,  including  salaries  $26,400. 

Extraordinary   $11,000. 

Ministry  of  Industry  and  Commerce  : 

Ordinary  expenses  of  the  Ministry  proper, 
$196,656,  including         salaries  $145,776. 

Extraordinary  $12,000. 
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The  Administrative  expenses  of  the  various 
industrial  organs,  $2,820,000.  Extraordinary 
$10,000. 

The  Administrative  expenses  of  the  various 
Commercial  organs,  $4,983,000.  Extraordinary 
$40,000. 

The  Administrative  expenses  of  the  various 
mining      organs,      $3,920,000.  Extraordinary 

$48,000. 

Panama  exhibition  $1,000,000. 

The  expenses  for  the  establishment  of 
offices  for  the  investigation  of  industry  and 
commerce,   $400,000. 

Ministry  of   Communications  : 

Ordinary  expenses  of  the  Ministry  proper, 
$263,406,  including         salaries  $230,448. 

Extraordinary    $39,400. 

Educational  expenses,  $174,025.74.  Extra- 
ordinary $62,666. 

Navigation  department,    $267,792. 

Extraordinary :  Deficit  of  the  Railway 
Department,  $8,830,230;  of  the  Telegraph 
Department,  $911,905;  of  the  Navigation 
Department,  $1,732,500;  and  the  deficit  of 
this  ministry  to  be  subsidized  by  the  four 
departments,    $5,217,722. 

Commencing  from  July,  1913,  another 
budget  was  prepared,  and  this  with  the 
special  care  of  the  then  Premier,  Hsuing 
Hsi-ling,  who  was,  for  a  short  period,  virtually 
the  right  hand  man  of  the  President.  For 
the  year  ending  June  30,  1914  the  revenue 
was  estimated  at  Tls.  557,296,145,  and  the 
expenditure  at  Tls.  642,237,076,  leaving  a 
deficit  of  Tls.  84,940,931.  I  have  already 
given  the  list  of  the  incomes  under  several 
heads.       The   expenditure   was  made   up  of 
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Ordinary  Expenditure. 

Tls. 

Ministry     of     Foreign 

Affairs      3,293,115 

Ministry  of  Interior...  39,618,149 
Ministry  of  Finance  ...210,345,180 
Ministry  of  Education    5,207,215 

Ministry  of  War     136,864,494 

Ministry  of  Navy   7,665,881 

Ministry  of  Justice  ...  14,671,825 
Ministry  of  Agriculture 

and  Commerce    5,083,386 

Ministry  of  Communi- 
cations              934,877 


Total  Tls....  423,684,122 

Extraordinary   Expenditure. 

Tls. 

Ministry     of     Foreign 

Affairs       1,013,223 

Ministry  of  Interior  ...  4,263,860 
Ministry  of  Finance  ...181,568,514 
Ministry  of  Education    1,701,635 

Ministry  of  War    26,910,518 

Ministry  of  Navy    1,307,014 

Ministry  of  Justice  ...  370,312 
Ministry  of  Agriculture 

and  Commerce    959,735 

Ministry  of  Communi- 
cations              457,843 


Total  Tls....  218,552,954 

It  may  be  noted  that  there  was  not  the  least 
prospect  of  realizing  the  revenue,  even  supposing 
that  the  central  government  was  able  to 
enforce    its    authority.         Under    all    the    heads 
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the  income  was  inflated,  presumably  to  show 
the  foreign  public,  from  whom  further  loans 
were  contemplated  at  the  time,  that  the 
financial  position  of  the  Government  was  not 
bad.  Neither  did  the  expenditure  follow 
any  marked  lines,  and  the  large  totals  under 
the  Ministry  of  Finance  were  mainly  intended 
towards  paying  foreign  and  local  indebtedness. 
The  position  was  that  from  October,  1912, 
to  June  1914  the  amount  required  for  the 
repayment  of  interest  and  amortization  on  the 
loans  alone  totalled  $216,000,000,  not  including 
railway  loans — which  were  specially  provided 
for.  On  the  other  hand,  since  1911  up 
to  early  in  1914  the  receipts  from  the 
provinces  totalled  $2,600,000  from  Shantung, 
Honan,  Hunan,  Kwangtung  and  Kiangsi. 
On  the  other  hand  the  provinces  received 
$77,000,000,  allotted  portions  of  foreign  loans 
and  indemnities,  $14,000,000  in  special 
subsidies,  and  $13,000,000  for  repayment  of 
local  loans.  The  expenditure  of  $6*42,237,076 
is  not  to  be  considered  as  recurring. 
Accumulation  of  debts,  long  and  short-  period 
loans,  interest  on  loans,  advances  from  the 
Group,  all  together  totalled  $298,1,50,000. 
The  balance  is  naturally  the  regular  expenditure 
of  the  central  government.  In  any  case, 
these  figures  are  not  of  any  great  practical 
value  at  the  moment — except  as  indicating  the 
possibilities  of  the  revenue  and  expenditure 
in  the  future.  For  the  moment,  however, 
public  finance  is  utterly  disorganized. 

The  history  of  public  finance  in  China 
is  even  more  hazy  than  that  of  trade  or 
industry.  I  have  stated  already  that  the 
government  did  very  little  for  the  people 
except  taxing  them,  and  the  officials  were 
merely  the  farmers  of  taxes,  having  inadequate 
salaries        and        allowances,        and        making 
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their     pile     whilst     they     could.       But,    before 
the     advent     of     the     foreigners,     taxation     in 
China    was    not   really    burdensome.       I     have 
given    two    extracts    showing     the     revenue     at 
the    close   of     the     17th     and     18th     Centuries. 
Although  the   totals   seem   big    when    converted 
into     sterling,      the      taxes      were      really      not 
burdensome,    as    they    were     mostly     taken     in 
kind.        Even     up      to      1840      the      taxes      on 
tea,    fish,    rushes,     property     transfers,     mines, 
etc.,    were    insignificant.       The   principal    taxes 
were  the  land  tax  and  octroi  or  local   production 
tax.      Of  course,  every  province   sent  to    Peking, 
by  canal,   tributes  of  oil,   silk,   rice,   millet,   and 
several  other  kinds  of  produce.       Had  not  China's 
finances    been     disorganized     by     the     Taiping 
Eebellion,    the    influx    of    foreigners,      and     the 
general     disturbance     caused     by     the     impact 
of    the   West    and    the    East,     it     is     extremely 
improbable    that   there    would    have    been     any 
difficulty    at    all   with     the     public     finance     of 
this   country.      Even    up    to    the    closing    years 
of  the  Manchu  regime  there  were  two   distinct 
kinds   of    revenue,    one    that    went     to     Peking 
for    the    upkeep    of    the    Court,   the  bannermen, 
the     soldiery     and     the     metropolitan    officials, 
and   the   other  that  was  used    by    the    viceroys 
and     officials     for     the     maintenance      of      the 
government    in    the    different    provinces.        The 
principal  item  of  the  amount  that  went  to  Peking 
was     toward     the     expenses     of     the     Imperial 
Household.        The    total    rarely     exceeded     one 
million    taels.       This    amount,    of    course,    had 
to  be  met  out  of  special  sources  from  particular 
provinces.        For    instance,      in     ChSkiang    Tls. 
50,000     was     allotted     out     of     the     salt     dues 
for    this    fund;    in    Foochow     Tls.    100,000    was 
allotted       out       of       the       native       Customs 
receipts    for    this    fund.       The    next   important 
item    was   the    total     for     the     maintenance    of 
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the  bannermen  at  Peking,  payable  partly 
in  money  and  partly  in  kind.  This  amount 
varied  between  seven  and  ten  million  taels, 
although  a  good  number  of  the  Manchu  soldiery 
were  stationed  in  the  different  provinces.  The 
sources  from  which  this  expenditure  was 
met  was  also  specified,  as  in  the  case 
of  the  amount  needed  for  the  Imperial 
Household.  For  instance,  in  Hunan  Tls. 
300,000  from  land  tax  and  general  and  salt 
lekin  were  allocated  for  this  purpose.  On 
the  other  hand,  in  Shansi,  Tls.  450,000  from 
land  tax  alone  were  set  apart  for  this  expenditure. 
Apart  from  the  salary  of  the  officials  these 
were  the  only  two  items,  rarely  exceeding 
£2,000,000,  which  were  paid  by  the  provinces 
to  Peking  —  up  to  about  1870.  This  total 
was  the  first  charge  on  the  revenue  of  the 
provinces,  and  no  delay  was  brooked  in  the 
despatch  of  this  amount,  except  in  case  of 
acute  distress.  The  Manchu  dynasty  did 
not  worry  itself  about  the  condition  of  the 
provinces  so  long  as  it  received  this  amount. 
I  must  remark,  however,  at  this  stage  that, 
in  spite  of  the  fact  that  by  1870,  besides  salt 
a  number  of  miscellaneous  taxes  were  collected, 
the  sums  sent  to  Peking  both  in  kind  and 
money  were  considerably  reduced.  In  1820, 
and  even  a  little  later,  over  Tls.  30,000,000,  or 
£10,000,000  at  the  then  rate  of  exchange, 
were  being  despatched  to  Peking,  so  much 
so  that  the  Emperors  not  only  defrayed  the 
necessary  expenditure,  but  were  also  able  to 
put  by  certain  amounts  for  rainy  days.  In 
the  olden  times,  as,  for  instance,  in  the  reign 
of  the  Emperor  Ch'ien  Lung,  a  sum  of  about  Tls. 
200,000,000  was  spent  on  the  Tartar,  Tibetan, 
and  Burmese  wars,  and  taxes  were  frequently 
remitted.  With  the  increase  in  the  corruption 
at     Peking,     as     also     in     the     provinces,    the 
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amount  received  by  the  Court  was  gradually 
reducing.  Of  course,  Peking  had  other  sources 
of  revenue,  the  total,  however,  not  amounting 
to  much.  The  revenue  from  the  Peking 
Gate,  the  octroi  at  Peking,  the  Shahu  Customs, 
the  taxing  stations  at  Kalgan,  the  Customs 
of  Tartary  and  miscellaneous  sources  of  revenue 
from  Manchuria,  the  special  taxes  sent  in  kind 
from  Chekiang,  Kiangsu,  Kiangsi,  Hunan, 
Hupeh,  Honan  and  Shantung,  the  sums  sent 
by  the  silk  comptrollers  at  Soochow,  Hangchow 
and  Nanking,  besides  the  tributes  received 
from  Loochoo,  Tibet,  Korea  and  Annam,  all 
swelled  the  total  of  the  Imperial  receipts. 
Later  on,  of  course,  most  of  the  tributes  fell  off. 
Several  provinces  commuted  their  payments 
in  grain  to  money  payments,  and  had  their 
payments  reduced.  Many  of  the  Customs  stations 
which  used  to  furnish  revenue  to  the  Court 
passed  to  the  Imperial  Customs;  and  as  a  rule 
the  provinces  were  successful  in  mulcting  Peking 
out  of  its  dues  as  much  as  they  could.  At  the 
time  when  the  interest  and  amortization  on 
foreign  loans  began  to  be  felt  severely,  the 
remittances  to  Peking  rarely  exceeded  Tls. 
20,000,000 — of  course  including  the  value  of  the 
grain,  silk,  porcelain,  etc.,  sent  as  tribute.  When, 
from  1895,  the  foreign  loans  were  piling  up,  and 
the  interest  and  amortization  increased 
heavily,  it  was  inevitable  that  Peking  should 
have  asked  for  increased  funds.  By  about 
1902  Tls.  45,000,000  had  to  be  set  apart  for 
interest  and  amortization  alone,  apart  from  the 
expenditure  needed  for  the  maintenance  of 
the  Court,  army,  and  metropolitan  officials. 
The  provinces  were  asked  to  supply  about  Tls. 
70,000,000  to  the  central  authorities.  This, 
of  course,  they  never  did.  The  highest  total 
ever  received  by  Peking  was  about  Tls. 
45,000,000.         Since      1902,       and       until       the 
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Manchus  abdicated,  the  sums  sent  varied 
from  Tls.  35,000,000  to  Tls.  45,000,000,  besides 
grain,  silk,  etc.,  sent  in  kind.  The  inevitable 
result  was  that  the  central  government  had 
always  to  borrow  fresh  amounts  in  order 
to  pay  interest  and  principal  on  old  borrowings, 
although,  of  course,  the  increase  in  the  Customs 
revenue  helped  a  great  deal  to  meet  the 
country's   liabilities. 

The  Manchus  wrecked  their  ship  of  state 
in  attempting  to  obtain  a  complete  control 
over  the  finances  of  the  country.  The  central 
government  wanted  more  funds,  especially  to 
meet  foreign  obligations;  the  provinces  would 
not  pay;  hence  the  only  course  open  to  the 
Government  was  to  make  an  attempt  to 
control  the  administration,  especially  the 
finances,   of  the   country.  They  had  to  fight 

against  the  deep-rooted  system  of  peculation, 
for  which  the  lax  government  of  the  dynasty 
alone  was  responsible.  The  system,  or  rather 
the  want  of  system,  provided  for  peculation 
in  officialdom — from  the  lowest  to  the  highest. 
If  ever  China  is  to  have  a  national  government 
and  finance  like  other  civilized  countries,  there 
must  be  a  deep-rooted  change,  and  the  prospects 
of  its  success,  at  least  at  the  present  reckoning, 
are  extremely  remote.  With  the  enthusiasm 
born  out  of  easy  success  in  ousting  the 
Manchus,  the  young  Republicans  formulated 
a  scheme  for  a  sharp  division  of  the  country's 
finances  into  local  and  national.  Bills  were 
passed  in  Parliament  allocating  certain 
revenues  for  national  purposes,  and  others 
for  provincial  purposes  —  expenditure  being 
treated  likewise.  But  there  was  not  the 
slightest  chance  of  enforcing  obedience  to  the 
enactment,  even  supposing  the  legislation  had 
obtained  the  sanction  of  the  executive  authority. 
Before       anything        could        be        done,        all 
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representative  government  had  practically  been 
destroyed,  and  the  President  and  his  ofl&cers, 
who  certainly  knew  better  the  situation  than 
the  theorists  and  the  enthusiasts  who  composed 
the  Parliament,  were  endeavouring  to  obtain 
"  some  "  revenue  out  of  the  provinces.  During 
the  past  two  years  the  problem  was  how  to 
get  any  money  at  all  out  of  the  country,  instead 
of  how  to  increase  the  contributions  from  the 
provinces — which  was  the  problem  the  Manchus 
had  to  solve.  It  will  take  long  before  a 
distinct  differentiation  is  established  between 
national  and  provincial  finance,  or  any  system 
of  finance  is  evolved  at  all.  The  steps  that 
would  help  Peking  to  nationalize  the  finances 
are  very  steep,  and  the  utmost  caution  is 
necessary  if  once  again  the  state  is  not  to  be 
involved  in  another  rising.  The  only  cause 
for  congratulation  is  that,  besides  the  Customs, 
salt  is  being  nationalized — although,  of  course, 
the  difficulties  to  be  surmounted  yet  are  not 
insignificant. 
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Land  takes  the  pride  of  place  as  the 
principal  source  of  revenue  in  China,  as  it 
is,  and  has  been,  practically  in  every  Asiatic 
country.  It  is  difficult  to  estimate  the  area 
of  cultivated  land.  Sir  Robert  Hart  states 
that  the  taxable  land  in  China  would  amount 
to  4,000,000,000  mow,  or  666,000,000  acres. 
Mr.  Jamieson,  on  the  other  hand,  calculates 
on  an  area  of  2,400,000,000  mow,  or  400,000,000 
acres.  Considering  the  area  of  the  country, 
the  estimates  are  not,  to  all  appearances, 
exaggerated;  but  one  has  to  leave  out  of 
consideration  Turkestan,  parts  of  Manchuria, 
Mongolia  and  the  most  hilly  provinces  in 
Kansu,  Szechuan  and  Yunnan.  Although  in 
the  past  there  were  several  works  for  artificial 
irrigation,  now,  of  course,  owing  to  neglect 
and  the  general  apathy  of  the  Government  and 
the  people,  the  likelihood  is  that  less  land  is 
cultivable  year  after  year.  It  may  also  be 
of  interest  to  know  that  the  forests  constitute 
one  of  the  mainstays  of  cultivation,  and  it  is 
an  unfortunate  fact  that  year  after  year 
China's  forests  have  been  denuded  of  trees, 
and  at  present  the  greater  portion  of  the 
country  is  a  vast  plain.  The  probabilities, 
are  that,  in  spite  of  the  increase  in  population, 
the  cultivable  land  in  China  has  certainly  not 
increased.  There      are      mountains,      rivers, 

towns,  fallow  lands,  and  cultivable  wastes  other 
than  fallows  to  be  accounted  for.  Besides, 
there  are  lands  like  those  on  the  basin  of  the 
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Yellow  River,  large  portions  of  which  are 
practically  useless  for  cultivation,  because  the 
farmer  does  not  know  when  his  fields  will 
be  inundated  and  swamped.  In  a  well- 
organized  and  well-governed  country  like 
India,  which  has  an  area  larger  than  that  of 
China  Proper^excluding  Manchuria,  Mongolia, 
Turkestan,  and  other  out-lying  dependencies — 
the  net  area  cropped  in  1909  was  only 
218,039,793  acres.  I  doubt  very  much  if  a 
larger  area  than  this  is  cultivated,  or  cultivable, 
in  this  country — under  the  conditions  existing 
during  the  past  one  hundred  years  or  more. 
There  are  also  other  reasons  why  the  cultivated 
area  could  be  nowhere  near  the  figures  of  Mr. 
Jamieson  or  Sir  Robert  Hart.  The  average 
size  of  a  farm  in  Shantung  is  5  acres  and  in 
Manchuria  3  acres,  on  which  a  family  of 
five  could  live  in  comfort.  In  Shansi,  the 
average  size  of  holdings  is  about  20  to  30 
mow,  that  is,  about  3  to  5  acres,  and  50  to 
100  mow  is  considered  very  large.  In  Chekiang, 
the  average  is  20  mow,  and  there  are  several 
holdings  of  10  mow  supporting  families  — 10 
mov^/^  being  one  and  two-thirds  of  an  acre. 
In  Hupeh,  the  average  holding  is  only  10 
mow  Land  is  divided  and  subdivided  in 
China,  as  is  the  case  practically  all  over  India 
and  Japan.  There  are  few  proprietors  in 
Manchuria  of  over  100  acres,  and  people  who 
own  more  than  500  acres  are  extremely  rare. 
In  Shantung,  the  percentage  of  land  owners 
having  100  mow  is  under  thirty.  In  Kansu, 
there  are  very  few  proprietors  who  own  500 
mow  or  more.  A  farm  generally  supports  a 
family  of  five  or  six,  and  an  owner  has  on  an 
average  a  family  of  five  or  six ;  at  .  a  rough 
coniputation  the  land  owners  in  this  country, 
leaving  apart  the  labourers  and  the  dwellers 
in    cities    and    towns,     may     be     estimated     at 
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30,000,000  —  on  the  basis  of  a  population  of 
slightly  over  300,000,000,  a  figure  based  on 
the  census  of  families  taken  by  Peking  a  few 
years  ago.  One  cannort  go  far  wrong  in  giving 
an  average  of  40  mow,  which  I  consider  large, 
to  each  holder.  On  that  basis  the  total  area 
of  cultivated  land  will  be  1,200,000,000-  mow, 
or  about  200,000,000   acres. 

All  the  land  in  China  is  held  by  the 
agriculturists  in  subdivision.  The  land  is 
held  by  them  direct  from  the  state,  subject 
only  to  the  imposts  of  the  Government.  The 
absolute  ownership  of  the  land,  according  to 
theory,  vests  with  the  Crown,  and  the 
overlordship  of  the  Crown  is  recognized  by  the 
levy  of  the  land  tax  in  proportion  to  the  rental 
value  of  the  land.  The  rental  value, 
however,  has  been  settled  200  years  ago  by 
the  Manchu  Emperor,  and,  in  theory,  all  land 
is  under  a  system  known  as  permanent 
settlement.  That  means  to  say  that  the  taxes 
have  been  fixed  once  for  all,  and  however 
much  the  rental  value  might  increase  or 
decrease,  the  taxation  remains,  in  theory, 
unchanged.  In  the  olden  times,  when  the 
population  was  sparse,  land  was  obtained  from 
the  Government  by  the  tenant,  on  undertaking 
to  bring  it  into  cultivation  and  pay  the  regulation 
taxes.  To-day,  however,  the  titles  of  ownership 
are  perfectly  good,  and  land  owned  by  private 
individuals  may  be  dealt  with  at  pleasure. 
It  can  be  sold,  mortgaged,  or  leased  as 
freely  as  possible,  so  long  as  the  dues  to  the 
Government  are  paid.  In  contradistinction  to 
the  position  of  ownership  in  England,  France, 
or  India,  there  are  no  big  owners  parcelling 
out  the  land  among  the  tenantry,  even  although 
the  latter  may  have  as  much  rights  over  the 
land  as  if  they  were  the  proprietors  themselves. 
There    are    no    hereditary     receivers     of     taxes 
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corresponding    to    the    zemindars    in   India,   the 
title  to  the  land  being  obtained  by  the  tenant 
directly  from  the   Government.        In  the  olden 
times  possibly,   there   were   big  proprietors;  but 
the  law  of  succession  provides  that  on  a  man's 
death   all     his     property,     real     and     personal, 
should    be  divided  equally  among  all  his  male 
children    whether    born   of   a   proper  wife  or  a 
concubine — a      man      can     also     have     agnatic 
relations    in   the    shape    of    adopted     children — 
while  in  the  case  of  complete    failure    of   male 
heirs,  natural  or  adopted,   the  daughter   succeeds 
to    the    property.       The   succession  is   regulated 
usually    by    the    council    of   village    elders,   and 
Government    rarely    interferes    in    such    affairs; 
there     is     no     appeal     against   the    decision    of 
the  village  council.       There   are,   however,    some 
big    owners    holding    a    very    small     percentage 
of    the    total    cultivated    land,    and    they     lease 
the    land    to     small     farmers.        The    tenancies 
are  more  or    less    like    those    in    India,    almost 
always    at    will    from    year   to    year    on    parole 
or     verbal     agreement,     or     according     to     the 
usual    custom    of    the    locality.         The    rent    is 
paid    in   kind,    also    exactly    as    it    happens    in 
India,      being      a     proportion,      according       to 
arrangement,    of    the    principal     crop     of     rice, 
bean,   millet,   etc.,    as   the   case   may  be.        The 
tenant   only    gives    a    third    to    a   half     of     the 
principal    crop,    while    all    the     advantages     he 
derives  from  subsidiary  crops  belong  exclusively 
to  him.        As    evictions    are    inevitable    if    rent 
is    not    paid,    the    tenant   takes    very  good  care 
to    satisfy    the  landlord  even  in  lean  years,   so 
that  he  may  retain  the  land  and  derive  benefits 
from  it  in   good   years.       The    taxes,    however, 
are    paid    by    the    landlord,    the   tenant  paying 
no  taxes  or  rates  of  any   sort.      The   improvement 
of   the  land  and   the  implements   of  husbandry 
are    generally    at    the    expense    of    the     tenant, 
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except  when  they  involve  heavy  expenditure. 
Even  then,  the  implements,  etc.,  belong  to  the 
tenant,  and  the  landlord  usually  agrees 
to  pay  a  proportion  of  the  amounts  spent 
on  improvement.  In  the  event  of  removal, 
the  tenant  takes  away  everything  with  him, 
houses  included. 

In  spite  of  the  fact  that  no  modern 
methods  are  employed,  the  harvest  on  land 
is  generally  bountiful.  In  Manchuria,  an 
acre  of  land  produces  3,500-lb.  of  millet. 
In  Shantung,  one  mow  of  land  produces 
about  400  catties  of  grain,  the  market  price 
averaging  60  cash  per  catty.  The  cotton  land 
in  Shantung  produces  about  150-200  catties 
per  mow,  selling  at  about  200  cash  per  catty. 
In  Kansu,  the  average  crop  per  mow  is  about 
7-8  tan  of  rice,  one  tan  of  rice  weighing 
about  40  catties,  or  about  6-7  tan  of  barley, 
one  tan  of  barley  weighing  about  35  catties. 
In  Chinkiang  a  mow  of  fertile  land  produces 
4  piculs  of  paddy,  or  about  15  catties  of 
cotton.  In  Hupeh,  good  land  produces  about 
4  piculs  of  rice  per  mow,  or  about  12  bushels 
of  wheat.  The  taxes,  according  to  the  old 
settlement,  used  to  amount  to  one  twentieth 
or  one  thirtieth  of  the  gross  profits,  but  of 
course  the  several  accretions  have  increased 
the  total  considerably;  generally  the  taxes 
amount  to  one  tenth  or  even  more  in  many 
cases.  In  Manchuria,  for  instance,  the  average 
selling  price  of  a  crop  of  one  acre  is  about 
$20 ;  the  taxes  now  are  slightly  above  a  dollar, 
in  spite  of  all  the  accretions.  In  Shantung, 
where  the  annual  crop  per  mow  is  about  600 
catties  in  the  best  land  and  250  catties  in 
the  worst  land,  the  land  tax  is  about  half 
a  tael  per  mow.  In  Kiangsu,  land  tax  on 
good,  arable  land  is  from  500  to  600  cash  per 
mow,   and  in  towns  about  1,000  cash  per  mow 
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— besides  various  other  fees.  In  Hupeh,  the 
average  tax  is  about  300  cash  per  mow.  In 
Chekiang,  the  tax  is  slightly  over  a  dollar. 
In  Fokien,  a  mow  of  land  gives  about  $5  to  $6 
worth  of  crop,  and  the  tax  is  less  than  a 
dollar,   including  the  various  imposts. 

The  value  of  land  is  considerably  less  than 
it  is  in  other  purely  agricultural  countries. 
In  Manchuria,  the  best  land  sells  at  about 
$150  an  acre.  In  Shantung  the  price  varies 
from  about  Tls.  150  to  Tls.  10  per  mow. 
In  some  parts  of  Chihli,  the  price  varies  from 
about  Tls.  20  to  Tls.  3.  In  Kwangtung,  the 
best  of  the  rice  fields  cost  about  $100  per 
mow.  Landed  property  is  extremely  subdivided. 
In  Manchuria,  the  proprietors  of  over  500 
acres  are  rare,  and  a  man  owning  about  100 
acres  is  held  to  be  a  very  rich  man.  In 
Shantung,  a  man  holding  30  mow  is  considered 
wealthy,  and  in  Chihli  a  holding  of  18  mow 
gives  a  good  deal  of  respectability  to  th«  - 
proprietor.  In  Shansi,  the  largest  owners 
seldom  have  more  than  500  mow.  In 
Kansu,  200  mow  is  a  fairly  large  holding. 
In  Chinkiang,  50  mow  of  land  is  held  by 
very  few  people.  In  Hupeh,  a  holding  of 
over  10  mow  of  land  is  considered  good.  In 
Chekiang,  there  are  a  good  number  of  holdings 
of  3  and  4  mow,  the  average  for  the  whole 
province  being  about  12  mow  per  family.  In 
Kwangtung,  a  proprietor  of  12  mow  of  the 
best  kind  with  a  family  of  five  persons  may 
live  without  work  from  the  produce  of 
his  land,  and  it  is  stated  that  within  a  radius 
of  50  miles  from  Swatow  there  is  only  one 
holder  owning  as  much  as  1,000  mow. 
Taking  everything  into  consideration,  and 
including  all  the  several  accretions  that  arise 
out  of  the  permanent  settlement,  the  average 
tax    on    good    rice    producing    land,    I    believe, 
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works  out  at  about  200  cash  per  mow. 
On  an  average,  and  including,  for  instance, 
land  in  many  parts  of  Shantung,  which 
produces  only  one  crop,  the  tax  per  acre  would 
be  roughly  half  a  tael.  As  there  are,  on  a  rough 
estimate,  about  200,000,000  acres  of  cultivable  land 
in  this  country,  the  total  revenue  from  land 
at  the  most  is  not  likely  to  exceed  Tls. 
100,000,000;  but  allowances  have  to  be  made 
for  default,  famines,  floods  and  droughts. 
The  frequency  with  which  one,  two,  or  even 
three  provinces  suffer  from  drought  for 
several  successive  years  is  a  phenomenon 
which  should  have  considerable  influence  in 
any  attempt  at  a  computation  of  taxes. 
Chihli,  Honan,  Shansi,  and  Shantung  have 
suffered  in  successive  years  in  the  past,  and 
suffer  considerably  even  to-day.  The  whole 
region  of  the  Yellow  River  is  very  frequently 
subject  to  the  vagaries  of  "  China's  Sorrow." 
Not  only  has  the  land  tax  to  be  remitted  in 
numerous  instances,  but  government  relief 
has  also  to  be  afforded  in  almost  every  year 
of  drought — although  in  spite  of  all  efforts, 
thousands  die  at  each  period.  There  are 
no  preventive  or  relief  measures,  owing  to 
the  vast  extent  of  territory,  the  difficulty  of 
communication,  the  non-adoption  of  recent 
scientific  measures,  and  mainly  the  impecunious 
condition  of  the  Government  for  several 
decades.  Owing  to  the  denudation  of  forests, 
rivers  swell  easily,  and  rains  are  unevenly 
distributed.  In  1867-1869  there  was  a  severe 
drought  in  the  North,  while  the  Yangtsze 
Valley  was  flooded  to  such  a  degree  as  to 
cause  local  scarcity.  In  1911  the  same 
phenomenon  was  repeated.  Sir  Alexander 
Hosie  gives  a  record  of  the   droughts  in  China.  * 

*  "  Droughts    in     China  "    by     Alexander  Hosie,    m.a.,  Journal  of  the 
North-China    Branch    of    the     Royal     Asiatic    Society,     Vol.     XU. 
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Beginning  from  620  A.D.  up  to  the  year  1643, 
during  practically  every  year  there  was  a 
drought  in  some  province  or  other,  or  in  some 
part  or  other  of  a  province,  according  to  a 
famous  Chinese  compilation;  after  1643  the 
.situation  has  in  no  wise  improved. 

If  we  deduct  the  remissions  which  have 
necessarily  to  be  made  on  account  of  famines, 
floods,  scarcity  and  drought,  it  is  barely  possible 
that,  on  the  average,  the  net  revenue  on  land 
could  be  more  than  Tls.  75,000,000,  or  about 
^£10,000,000  sterling.  In  this  connexion  it 
may  not  be  out  of  place  to  make  a  comparison 
with  India.  For  all  practical  purposes,  India 
contains  about  the  same  amount  of  cultivable 
land  as  China.  The  improvements  effected 
under  the  British  government  are  considerable. 
New  irrigation  works  have  been  opened  and 
old  ones  strengthened;  a  most  wonderful 
scheme  of  afforestation  has  been  evolved  and 
is  now  bearing  fruit;  famine  preventive 
measures  have  been  employed  very  largely; 
communications  have  been  strengthened,  and 
in  many  places  scientific  agriculture  is  being 
encouraged  by  the  government  and  adopted 
by  the  people.  Nevertheless,  the  total  revenue 
is  about  £20,000,000  and  the  average  fertility 
of  the  land  is  certainly  at  least  as  good 
as  that  of  China. 

Any  survey  of  the  land  position  would  be 
incomplete  if  one  does  not  pay  sufficient 
attention  to  the  basis  on  which  cultivation 
is  carried  on.  Besides  rice  in  the  south 
and  central  provinces,  and  wheat  in  the  north, 
which  form  the  staple  food  of  the  people, 
all  other  crops  are  cultivated  according  as  the 
demand  for  foreign  trade  is  great  or  small, 
and  prices  profitable  or  otherwise.  It  is  no 
use  for  the  cultivator  to  go  on  growing  beans 
or  sesamum  in  large   quantities  unless  he    has 
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some  sort  of  an  assurance  that  his  crop  could 
be  marketed.  As  the  general  level  of  the 
peasantry  is  not  one  of  affluence,  it  is  rarely 
possible  that  they  could  afford  to  speculate 
on  chances  of  selling  their  produce.  The 
cultivator  is  so  poor  that  he  could  live  with 
a  family  of  five  on  about  5  mow  of  land, 
or  less  than  an  acre,  in  comfort;  hence  even 
a  loss  or  gain  of  $5  certainly  counts. 

When  making  a  computation  of  the  land 
tax,  one  has  to  take  into  careful  consideration 
the  foreign  trade.  When  in  1887  the  total 
produce  exported  from  China  was  only  to  the 
value  of  Tls.  85,860,208,  it  is  absurd  to  say  that 
as  much  land  could  have  been  cultivated  as 
in  1912,  when  the  value  of  the  produce  sent 
out  of  China  was  worth  Tls.  370,520,403. 
It  is  a  truism  that  there  is  no  regulation 
of  the  amount  of  produce  coming  each  year 
to  the  market.  Even  in  the  case  of  such 
a  recognized  staple  of  foreign  trade  as 
tea  if  in  one  year  the  cultivator  finds 
that  his  produce  has  not  been  sold,  or  could 
not  be  sold,  he  rarely  cultivates  that  portion 
of  land  for  the  next  year,  generally  not  out 
of  choice,  but  because  even  the  smallest  quantity 
of  unsold  produce  cripples  his  resources. 

Under  the  extraordinarily  improved 
conditions  in  India,  the  land  tax  of  £20,000,000 
is  considered  to  be  very  burdensome  to  the 
people,  and  this  amount  includes  a 
million  and  a  half  in  remissions,  and  over 
3  millions  cost  of  collection;  and  although  there 
is  little  prospect  of  its  reduction,  at  least 
for  the  moment,  there  is  a  general  consensus 
of  opinion  that  it  ought  to  be  reduced,  if  it 
could  possibly  be  done. 

Properly  weighing  all  these  considerations, 
it  is  very  surprising  that  such  a  competent 
authority      as      Mr.      Jamieson     should     have 
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calculated  on  a  revenue  of  Tls.  451,000,000 
from  land,  or  that  even  Sir  Eobert  Hart  should 
expect  that  the  land  could  produce  about 
Tls.  400,000,000.  Even  the  estimates  of 
Messrs.  Parker  and  Morse  do  not  err  on 
the  side  of  caution.  Mr.  Morse's  list  of  the 
total  of  land  tax  gives  about  Tls.  112,000,000 
as  the  total  collected  for  the  imperial,  provincial, 
and  local  administrations  in  1905.  I  think  it 
is  hardly  possible  that  such  an  amount  could 
ever  have  been  collected  in  this  country,  in 
spite  of  the  accretions  in  the  way  of  grain 
tax,  collection  tax,  and  all  other  improper 
levies  that  the  land  holder  has  had  to 
submit  to.  The  examples  given  by  Mr. 
Jamieson  and  Mr.  Morse  certainly  furnish 
data  for  making  such  an  estimate.  But 
it  is  not  quite  safe  to  make  estimates  from 
a  single  datum  alone — while  the  factors  that 
I  have  mentioned  above  have  not  been  taken 
into  consideration.  If  the  average  tax  levied 
for  imperial,  provincial,  and  local  accounts 
amounted  to  about  Tls.  100,000,000  and  if 
sufficient  allowances  are  made  for  remissions, 
relief  expenditure,  and  the  variations  in  the 
total  of  cultivated  land  on  account  of  the 
larger  or  smaller  trade,  an  estimate  of  about 
Tls.  75,000,000  during  recent  years,  when  there 
was  a  big  export  trade,  will,  in  my  opinion, 
be  fairly  correct.  The  amount  sent  to  Peking 
in  1901  was  about  Tls.  26,500,000,  which  is 
not  after  all  a  bad  contribution — if  only  the 
provinces  had  utilized  the  rest  for  proper 
expenditure  for  the  benefit  of  their  respective 
territories.  It  is  a  well  known  fact,  however, 
that  most  of  the  balance  was  spent  on  cost  of 
collection,  and  the  provincial  administrations 
did  very  little  in  the  way  of  benefiting  the  people 
or  improving  agriculture.  The  amounts  given 
in    the   recent    budgets   of    the     Republic     are, 
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of  course,  more  or  less  fanciful,  and  represent 
the  possible,  not  the  practicable,  collection. 
The  latest,  from  July  1,  1913  to  June  30, 
1914,  gives  the  ordinary  receipts  on  land  as 
$79,180,722,  and  extraordinary  receipts 
$3,222,888.  This  budget,  of  course,  does  away 
with  the  contributions  from  the  provinces, 
and  this  total  may  be  taken  as  representing 
the  possible  revenue,  if  the  Government  were 
able  to  collect  it. 

Tribute. 

At  one  time  not  an  unimportant  source 
of  revenue,  tribute  made  a  good  total  of  the 
amount  sent  to  Peking.  From  the  earliest 
period,  even  under  the  Sung  dynasty,  tribute 
was  paid  to  a  very  small  extent  in  money, 
but  to  a  large  extent  in  kind,  generally  silk, 
porcelain,  grain,  rice,  etc.  I  have  given  an 
extract  from  Moll's  Geography  as  to  the  amount 
of  tribute  paid  to  Peking  at  the  close  of  the 
17th  Century.  Later  on,  until  the  abdication 
of  the  Manchu  Emperor,  the  total  tribute  was 
being  reduced,  of  course,  from  year  to  year. 
The  foreign  indebtedness  increased  the 
contributions  of  the  provinces  towards  the 
foreign  loans;  the  Taiping  Rebellion  and  the 
unrest  generally,  and  the  frequent  famines  and 
floods  reduced  the  amount  of  tribute  sent  by 
the  different  provinces.  It  is  very  difficult 
to  arrive  at  a  proper  computation  of  the  amount 
paid  in  tribute.  Sir  Robert  Hart  mentions 
the  land  tax  in  grain  as  Tls.  3,100,000,  most 
of  which  went  to  Peking  as  tribute.  Mr. 
Parker  gives  the  tribute  sent  to  Peking  as 
Tls.  7,420,000,  while  the  total  paid  by  the 
taxpayers  was  estimated  by  him  at  Tls. 
25,302,200.  Here  again,  I  fear  the  estimate 
has   been    on    a   higher   basis    than   the    actual 
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amount  paid.  As  all  this  tribute  has  to 
come  out  of  the  land,  this  means,  according 
ito  Mr.  Parker's  figures,  an  addition  of  nearly 
25  per  cent,  to  the  already  heavy  tax  paid 
on  land.  It  is  barely  possible  that  even 
such  a  patient  race  as  the  Chinese  will  pay 
the  amount  of  land  taxes  which,  it  is  stated, 
they  have  been  paying  all  these  years,  as 
also  this  tribute.  Of  course,  even  the  total 
of  Tls.  7,420,000  was  rarely  sent  to  Peking. 
There  were  always  provinces  like  Kansu, 
Kwangsi,  Szechuan,  and  Hunan  that  kept 
their  tribute  for  local  administrative  expenses. 
The  amount  received  by  Peking  was  considerably 
less  than  the  total  credited  to  its  account, 
and  the  amount  collected  from  the  taxpayers 
— in  spite  of  all  the  rascality  of  the  tax  gatherers 
— is  hardly  likely  to  have  exceeded  twice  the 
amount.  Now,  however,  there  is  no  more 
tribute,  as  there  is  no  longer  a  reigning  dynasty. 
I  have  mentioned  this  as  a  source  of 
revenue  only  because  this  remained  so 
until  1911. 

Salt. 

The  next  important  source  of  revenue,  and 
one  which  plays  a  great  part  in  the  administration 
to-day,  is  the  tax  on  salt.  The  salt  tax  is 
now  security  for  the  Boxer  Indemnity  when 
the  Customs  surplus  is  not  sufficient  to  meet 
it,  as  also  the  Reorganzation  Loan  of  1913. 
It  is  further  expected  to  stand  security  for  the 
loan  which  is  likely  to  be  floated  during  1914. 
For  years  past,  the  innumerable  number  of 
salt  works  scattered  over  different  points  of 
the  interior  have  been  under  the  direction 
of  the  Government  and  leased  out  to  private 
persons,  the  inspection  of  salt  wells  being 
assigned    to    officials    appointed    by   the     Board 

374 


SOURCES    OF    REVENUE 

of  Revenue.  The  inspectors  gave  the  farmers;- 
licenses  for  the  purchase  and  sale  of  salt 
and  drew  from  them  the  duties  fixed  by  the 
administration.  The  farmer  took  care  of  the 
works,  and  prevented  smuggling  very 
effectively.  Salt  has  been  produced  for 
some  time  under  three  forms,  sea  salt,  lake 
salt,  and  well  salt.  The  provinces  producing 
salt  on  sea  beach  are  Chihli,  Shantung, 
Chekiang,  Kiangsu,  Fokien,  Kwangtung,  and 
Manchuria.  Lake  salt  is  obtained  from 
Shansi,  Shensi  and  Kansu.  Well  salt  is 
obtained  principally  from  Yunnan  and  Szechuan, 
as  also  in  a  few  parts  of  Kansu.  Besides 
these  regular  sources  of  supply,  there  are  salt 
mines  in  Ingchang,  Hupeh,  Shangfu,  Kanyi, 
Kaochang,  Chinlui,  Taikung,  Honan  and 
Chienyen  and  in  parts  along  Chiechou,  and 
Shunlo  in  Chihli,  where  the  nitric  earth  is 
mixed  with  water  and  boiled  to  produce 
salt.  Nitric  earth  is  also  soaked  in  water, 
and  then  boiled  to  produce  salt  in  Hopei  and 
Yingping.  There  are  natural  nitric  rocks 
in  several  places,  especially  in  Chiehchung 
and  Ranfeng.  Salt  is  produced  from 
coagulated  sea  water  in  the  Chufu  wells 
of  Patung.  These  latter  sources  of  production 
are  rather  costly,  and  give  a  very  small  total 
as  compared  with  the  three  principal  means  of 
producing  salt.  Of  course,  sea  salt  is  the 
best. 

Licenses  are  given  to  farmers;  for 
instance  in  Chihli  in  the  seventies  over  a 
million  licenses  giving  titles  for  the  receipt 
of  300  catties  each  were  issued;  in  Shantung 
over  800,000  licenses,  for  225  catties  each,  were 
issued;  in  Fokien  over  a  million  licenses,  for 
100-675  catties  each,  were  issued.  The 
farmers  were  only  allowed  to  sell  the  salt  in 
the  districts  named  by  the  Government,  non- 
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observation  of  this  rule  entailing  prosecution 
and  confiscation  of  their  stock  of  salt.  The 
rates  at  which  they  ought  to  sell  are  fixed, 
being  lower  for  the  districts  in  the  neighbourhood 
of  salt  works  and  higher  in  proportion 
to  the  distance  from  the  works.  The 
price  of  salt  in  the  different  provinces 
varies  according  to  the  price  of  labour 
employed,  the  amount  of  salt  saleable 
by  each  farmer  in  accordance  with  his 
license,  the  distance  from  the  salt  producing 
places,  the  honesty  or  otherwise  of  the  of&cials, 
as  also  the  larger  or  smaller  number  of  licenses 
issued.  It  varies  as  much  as  40  cash  in  the 
sea  port  towns  in  Kwangtung  to  about  60 
cash  per  catty  in  Hunan.  The  cost  of 
production  of  salt  is  almost  infinitesimal  as 
compared  with  the  price;  even  where  it  has 
to  be  mined,  the  cost  is  extremely  small,  as 
compared  with  duty  levied  upon  it.  Being  one 
of  the  essential  necessaries  of  the  people, 
practically  all  governments  that  need  money 
tax  salt.  In  India,  in  Japan,  and  even  in 
modern  European  states  like  Italy,  salt  is 
taxed,  and,  in  some  cases,  very  heavily. 
The  price  of  salt  is  usually  composed  of  about 
four-fifths  tax  and  one-fifth  the  actual  cost 
of  production.  There  are  no  figures  as  to  the 
exact  amount  of  production  or  consumption 
in  this  country.  Demand  and  supply  regulated 
themselves,  because  each  farmer  was  restricted 
to  a  certain  district — there  being  practically  no 
competition  at  all  and  the  prices  being  fixed 
by  the  Government.  In  the  official  Report  of 
1911,  the  amount  of  consumption  was  given 
as  26,760,000  piculs.  A  hundred  years  ago 
Ihe  official  Blue  Books  put  it  at  20,000,000  piculs. 
It  is  hard  to  find  out  the  correct  figure,  because 
a  considerable  amount  of  salt  produced  on 
the  sea  coast  is  smuggled  in.      The  average  per 
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<;apita  consumption  is  the  smallest  in 
Switzerland,  where  it  is  10  catties.  In  Italy, 
and  Russia  it  is  11,  in  India  slightly  under 
12,  in  France  14,  in  Austria  16,  in  Holland 
17,  and  in  Japan  18.  The  consumption  of 
salt  also  varies  with  the  amount  of  taxation. 
Where  it  is  got  cheap,  it  is  naturally  used  in 
larger  quantities  by  the  poorer  classes,  as  also 
for  use  for  the  cattle.  The  Chinese  consume 
a  good  deal  of  salted  fish  and  other  salted  food 
products  of  the  sea;  even  so,  the  consumption 
by  the  Chinese  is  not  likely  to  as  large  as 
that  in  India  or  Italy.  In  any  case,  however, 
one  has  to  take  into  account  the  poor  resources 
of  the  great  majority  of  the  population,  and  it 
is  barely  possible  that  the  actual  consumption 
could  be  anywhere  near  the  total  of  India. 
Statistics  published  recently  are  of  no  value 
whatever,  because  they  are  largely  the  result 
of  guess  work.  For  instance,  the  Bureaux 
of  Salt  Gabelle  in  1911  gave  the  revenue  as 
Tls.  48,224,960.  This  tax  includes,  besides 
the  regular  tax,  lekin,  additional  prices, 
sur-tax,  expenses  of  collection,  boiler  tax, 
enforced  labour,  revenue  from  government 
transportation  services  and  contributions  from 
merchants.  The  rate  of  taxation  is  also 
not  uniform.  In  Yunnan,  it  is  3  fen  and 
3  li  per  catty,  in  Kwangtung  2  fen  and  4 
or  5  li,  in  Shantung  1  fen  and  5  or  6  li, 
so  that  the  average  works  out  at  slightly 
under  Tls.  2  per  100  catties.  The  consumption 
in  India,  which  has  about  the  same  population 
as  China — at  least  according  to  the  assumption 
in  the  early  part  of  this  Chapter — is  about 
35,000,000  piculs;  and  even  this  consumption 
has  been  due  to  the  fact  that  the  salt  tax 
was  reduced  from  2^  to  1^  Rupees  per  maund ; 
and  the  revenue  is  about  £3,300,000.  In 
€hina,    on    the    other     hand,     the     tax,     as     I 
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pointed  out,  averages  Tls.  2  per  catty,  or  60  per 
cent,  more  than  in  India.  The  tax  is  certainly, 
heavy,  and  it  must  certainly  affect 
consumption.  The  Government  report  of  a 
total  of  consumption  of  26,760,000  piculs  is  more 
likely  to  be  a  liberal  estimate  than  otherwise. 
At  this  rate  the  revenue  from  salt  should 
work  out  at  about  Tls.  53,000,000.  The 
expenses  of  production  and  transportation 
have  to  be  deducted,  and  on  the  basis  of  a 
fifth,  they  will  amount  to  about  Tls.  10,600,000. 
There  is  thus  left  Tls.  42,400,000  as  the  revenue 
from  salt.  But  that  this  total  is  impossible 
of  collection  is  evident.  The  tax  of  Tls.  2 
per  catty,  which  Mr.  Chang  Chien  gives  as 
an  average,  is,  I  think,  far  more  than  is 
actually  paid ;  and  if  it  is  paid,  it  ought  to  be 
reduced.  The  latest  budget  gives  the  salt 
tax  as  $77,571,000.  This  amount  is  based 
evidently  on  a  basis  of  an  average  tax  of 
Tls.  2  per  catty,  but  the  amount  received 
from  salt  in  1901  was  only  Tls.  13,500,000;  in  1905 
there  was  practically  no  change,  and  Mr.  Morse 
estimated  the  revenue  for  imperial  and  local 
administrations  from  salt  at  Tls.  64,000,000. 
Once  again  I  doubt  very  much  if  anything 
near  this  amount  was  ever  collected.  Sir 
Richard  Dane,  the  administrator  now  appointed 
for  the  reorganization  of  the  Salt  Gabelle,  has 
estimated  the  revenue  at  $35,000,000  after 
studying  the  conditions  in  the  different  parts 
of  the  country.  The  probability  is  that  the 
actual  amount  collected  by  the  provinces  was 
possibly  about  half  as  much  more,  making 
slightly   over   Tls.   40,000,000. 

The  revenue  from  salt  has  played  an 
important  part  in  the  history  of  the  foreign 
relations  of  this  country.  Before  1900  the 
provinces,  with  the  consent  of  the  central 
government,  pledged  the  salt  revenue   for  several 

378 


SOUECES    OF    REVENUE 

small  loans.  This  revenue  became  also  an 
additional  security  for  the  Boxer  Indemnity, 
the  Customs  surplus  being  the  principal 
one — this  revenue  to  be  drawn  upon  if 
that  surplus  should  prove  insufl&cient.  The 
extraordinary  and  unexpected  increase  in  the 
revenue  from  the  Customs  during  recent  years 
and  the  fact  that  amortization  on  the  indemnity 
begins  only  in  1916  were  responsible  for  this 
revenue  being  unnecessary  for  the  payment 
of  the  indemnity  up  to  date.  In  1912, 
however,  the  Crisp  Loan  was  floated  on  the 
security  of  the  Salt  Gabelle,  and  the  Powers 
to  whom  China  owed  indemnities  protested 
against  this  hypothecation,  as  at  that  time  they 
were  not  sure  that  the  surplus  from  salt 
might  not  be  necessary  to  meet  payments  due 
to  them.  It  was  proved,  however,  to  the 
satisfaction  of  the  Powers,  that  this  revenue 
was  certainly  unnecessary  to  meet  indemnities, 
and  the  Reorganization  Loan  of  1913,  which 
included  the  unissued  portion  of  the  Crisp 
Loan,  was  floated  on  the  security  of  salt. 
One  of  the  conditions  of  the  Reorganization 
Loan  was  the  thorough  reform  of  the  Salt  Gabelle 
and  the  appointment  of  Sir  Richard  Dane 
as  the  practical  controller  of  this  department. 
There  have  been  a  good  number  of  difficulties 
in  the  reorganization,  but  Sir  Richard  Dane 
has  been  able  to  increase  the  revenue  for 
the  Central  Government  almost  wonderfully. 
During  the  latter  half  of  1913,  when  the 
system  of  reorganization  was  not  even  partially 
completed  the  revenue  was  about  $20,000,000. 
The  estimate  for  1914  is  $35,000,000,  and, 
judging  from  the  amounts  received  so  far, 
there  is  little  doubt  that  this  estimate  is 
more  likely  to  be  exceeded  than  otherwise. 
There  are,  however,  a  good  number  of 
problems  to  be  tackled  before  the   reorganization 
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is  thorough.  The  merchants  or  the  farmers 
who  have  sold  salt  for  decades  and  been 
making  good  profits  are  making  a  great  struggle 
for  the  preservation  of  their  "  hereditary " 
rights.  In  the  past,  a  large  portion  of  the 
old  mandarinate  owed  their  positions  to 
having  been  salt  merchants,  and  the  profits 
were  certainly  extremely  large.  The  salt 
merchants  will  surely  not  give  up  their 
rights  without  some  sort  of  a  struggle.  The 
officials  again  are  not  willing  to  turn  over 
the  whole  of  the  revenue  to  Peking,  and  the 
provinces  are  fighting  for  what  they  claim 
their  special  rights.  It  is,  however,  a  question 
of  time  when  this  revenue  is  likely  to  become 
as  much  national  as  the  foreign  Customs. 
The  conclusion  of  the  second  Reorganization 
Loan  depends  almost  entirely  on  the  complete 
reform  of  this  department,  which  certainly 
means  adequate  foreign  control,  under  the 
guidance  of  Sir  Richard  Dane.  The  Government 
at  Peking,  although  anxious  to  bring  about 
the  reforms  as  quickly  as  possible,  is  not 
able  to  enforce  its  behests  on  the  provinces, 
owing  to  the  peculiar  political  conditions. 

Lekin. 

The  next  important  source  of  revenue 
is  lekin.  This  tax  is  levied  upon  goods 
while  in  transit  from  one  province  to 
another,  or  from  one  district  to  another 
within  the  same  province.  It  is  only  an 
extension  of  the  old  transit  dues;  but  in  its 
present  form  it  only  came  into  force  in 
about  1853,  and  was  extended  throughout 
the  dominions  in  about  1861.  All  the  main 
routes  of  commerce,  whether  by  land  or  water, 
and  all  the  large  towns  have  lekin  stations 
or  barriers.     They  are   very  numerous — in  many 
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places    at    intervals    of    about    20    miles.        The 
number  of  stations  depends  upon  the  extent  of 
the    trade.         Where    a    province    has    a    small 
amount   of    trade,    it   is   useless    to    establish    a 
large  number  of  stations,  as  the  cost  of  collection 
would     certainly     be    more    than    the    revenue; 
but    where    a    province     is     thickly    populated, 
as    Kiangsu    or    Szechuan,    the    barrier    stations 
are    multiplied.       There    is    a    tariff    of    duties, 
but     to       all       intents       and       purposes       the 
tariff  is  ignored.       The    duties    vary    according 
to    the    whim    and    pleasure     of     the     officials. 
The     levy     was      orginally      intended      to      be 
one-tenth    of    one    per    cent,    of     the     value     of 
the    goods,    but    nowhere    is    the    actual   tax   so 
low  as  that.      The   total   amount  to   be  collected 
in    a    province     and     the     number    of    barriers 
vary  at   the  will  and  pleasure   of  the   governor 
or  viceroy,   as  also   according  to    the    traditions 
of  the  province.       In   Hunan,    for  instance  one 
payment  of  lekin    exempts    goods    from    further 
taxes,    however     many    times    and    to    however 
many      places      the     goods     may     travel.        In 
Kiangsu,       Kwangtung,       or       Hupeh,       lekin 
stations       are       extremely       numerous,       being 
alternately     collecting     and     preventive.        The 
administration     is     independent     of     all     other 
taxing     agencies,    and    the    man    in    charge    on 
the'  spot  and  his  subordinates   have    very  large 
powers  over  the  variation  of  this  tax.       As  in 
the    case    of    the    land     tax,     there     are     large 
accretions,    and    the     most     harassing     part    is 
the    fixing    of    exchange.        Although     the     tax 
may   be    a   tael,    the    officer    in     charge     might 
increase  it  unconscionably    by    fixing    the    rate 
of    exchange    at    3,000    or   4,000    cash    per    tael 
and    forcing    the    dealer   or    merchant     to     pay 
at    that    rate    of   exchange.       In     many   cases, 
however,     the     merchants     haggle     until     they 
come    to    terms,    while    not    a    few   guilds   and 
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big    merchants    commute    the    tax     by     paying 
lump    sums.        It     is     difficult     to     assess     the 
percentage    of    the    tax    on  the    value  of  goods, 
taut    it    is    believed    that    the    amount    collected 
in  one  province  on  a  certain  quantity  of  goods 
rarely     exceeds     5     per     cent.,     or     the     same 
as     the     Customs      duty;      if     the      goods     go 
through    several     provinces,    the    lekin    may    be 
as    much    as    20    per  cent,   of  the  value.       The 
majority   of  goods,   however,   go   direct  to   their 
destination,     only     a     small     fraction     passing 
from  place  to   place,    even    within    a    province. 
As    invariably    merchandise    pays    3    per    cent. 
,at  the  departure  station  and  about  2  per  cent, 
at  each   inspecting  station,   the   lekin  collections 
might    roughly    be    estimated    at    about    5    per 
cent,    of   the    total   volume  of  trade,   this  total, 
of    course,    including    all    the  accretions,   which 
amount   in    this    case    to    as    much    as     several 
times  the  original   tax.      But   a   greater  portion 
of     the      goods      or      merchandise      is      owned 
by    the    regular     merchants     and     guilds,     and 
as  the   latter   are  able  to   commute  the  payment 
by   lump    sums,    the    actual    collection  -  is   more 
vthan    likely    to     be     considerably     reduced     by 
the    payment    of    lump    sums.        Besides,    it    is 
stipulated   by  the   Treaties  that  goods  imported 
and    exported    by    foreigners    are    exempt    from 
lekin      at     native     barriers      on     payment      to 
the    Maritime     Customs     of     half     the     import 
duty,     besides     the     regulation      tariff.        This 
evidently    means    that,    for    an    additional     tax 
of    2^    per    cent.,    foreign    trade    is    saved     the 
harassing    exactions   of    the   inspecting    stations. 
Although    this    rule    is    more    honoured    in    the 
breach    than    in    the    observance    by    provincial 
officials,    a  fairly  large   amount  of  cargo  bought 
or    sold    by    foreigners    pay    little     more     than 
this  exemption  duty.       Taking    the    total    trade 
of    China    for    1912,    which    was    slightly     over 
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Tls.  1,000,000,000,  the  lekin  taxes,  on  the 
Tegular  basis  of  5  per  cent.,  would  be  about 
Tls.  50,000,000;  the  commutations  to  the  guilds 
and  merchants  and  the  exemption  from  lekin 
effected  by  the  foreign  trade  paying  an 
additional  2i  per  cent,  to  the  Customs,  can  be 
estimated  to  reduce  this  tax  by  at  least 
Tls.  20,000,000.  So  the  actual  collection  is 
likely  to  be  about  Tls.  30,000,000,  on  the 
basis  of  a  total  trade  of  Tls.  1,000,000,000 
Mr.  Morse  estimated,  in  1905,  that  the  totai 
lekm  collections  for  imperial,  provincial,  and 
local  administrations  amounted  to  over  Tls 
39,000,000,  and  the  total  volume  of  trade 
tor  1905  was  about  Tls.  800,000,000.  It  is 
hardly  possible  that  that  amount  could  have 
been  reahzed  in  that  year.  As  for  the 
collections,  say,  in  1886,  it  is  barely  possible 
the  lekm  revenue  could  have  totalled  more 
than  Tls.  10,000,000  or,  at  the  most,  Tls 
12,000  000.  Sir  Robert  Hart  gives  the  revenue 
for  lekm  as  Tls.  16,000,000  in  1901,  the  total 
trade  of  that  year  being  slightly  over  Tls 
500,000,000.  This  amount^  is  probably 
correct.  The  last  budget  framed  under  the 
Manchu  regime  gave  the  revenue  from  lekin 
at  Tls.  44,176,542.  This  estimate  was  formed 
on  the  same  lines  as  the  land  tax  and  the 
salt  tax  and  other  taxes,  the  totals  of  which 
however,  were  hardly  realizable.  The  basis 
was  certainly  5  per  cent,  on  the  total  volume 
of  trade,  without  taking  into  consideration 
the  several  reductions  that  had  necessarily 
to  be  made  m  the  regular  course.  The  first 
budget  of  the  Republic  was  framed  more  or 
less  on  the  basis  of  that  of  the  previous  year 
Lekin  revenue  was  hence  estimated  at  Tls! 
43,187,907.  I  have  stated  on  several  occasions 
that  there  was  absolutely  no  basis  for  these 
figures.        The     succeeding     budgets,     however, 
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have  been  more  reasonable  in  the  assessment, 
of  the  revenue  from  lekin.  The  latest,  from 
July  1,  1913  to  June  30,  1914,  was  not  so 
extravagant  in  the  estimate  of  the  revenue 
from  lekin  at  Tls.  32,704,806,  as  it  is  in  the 
case  of  salt  or  the  Customs.  Besides  the 
taxation  on  regular  commerce,  there  are  several 
kinds  of  lekin,  which  are  intended  purely  to 
raise  revenue  and  incidentally  they  cause  a  good 
deal  of  inconvenience  to  the  public  and  the  trade. 
There  is,  for  instance,  a  meat  lekin  in  some 
places.  There  is  the  salt  lekin  besides  the 
ordinary  lekin  on  trade.  In  Chenchow  in 
Honan  a  tax  of  10  cents  or  100  cash  has  been 
levied  on  all  loads  passing  the  station  on  the 
high  road  between  Honan  and  Canton.  "  The 
poor  carrier,  whose  lot  is  already  bitter," 
says  a  correspondent  to  the  "  North-China 
Herald,"  "  resented  the  new  tax  and 
refused  to  pay.  As  a  result  the  soldiers 
opened  fire  and  killed  several  and  confiscated 
the  loads."  There  are  lekins  of  all  kinds, 
generally  extremely  harrassing;  but  the  total 
revenue  is  almost  infinitesimal,  and  is  intended 
mainly  for  local  purposes,  and  to  a  certain 
extent  also  for  provincial  expenditure. 

For  a  considerable  time  it  has  been  felt 
that  lekin  on  trade  and  the  several  other 
lekins  are  not  only  harassing  to  the  people, 
but  act  as  serious  hindrances  to  local  as  well 
as  foreign  trade.  The  foreign  Powers  have 
long  sought  to  abolish  lekin,  and  to  compensate 
for  this  by  increasing  the  Customs  duties. 
The  difficulty,  however,  has  been  that  the 
Customs  duties  being  purely  imperial,  lekin 
remains  one  of  the  main  sources  of  provincial 
revenue;  and  if  this  impost  is  abolished,  the 
provinces  would  be  left  without  sufficient 
funds  to  carry  on  the  regular  business  of 
government.       There     is     again     the     question 
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of  provincial  autonomy,  and  provincial 
governments  resent  any  interference  witk 
their  powers  of  taxation.  Two  treaties, 
however,  were  signed,  the  principal  purpose 
on  each  occasion  being  the  abolition  of  lekin. 
The  British  Treaty  of  1902  known  as  the 
Mackay  Treaty,  and  the  Commercial  Treaty 
between  the  United  States  and  China  in  1903, 
contained  clauses  providing  for  the  increase 
of  the  Customs  duties  and  the  total  abolition 
of  lekin.  These  treaties,  however,  have  proved 
abortive.  The  native  customs  give  a  fairly 
large  amount  of  revenue,  in  spite  of  the 
operation  of  the  Maritime  Customs.  Since 
November  1901  all  native  customs  ofl&cers* 
within  15  miles  radius  of  the  treaty  ports, 
have  been  placed  under  the  control  of  the 
Maritime  Customs.  The  revenue  derived, 
however,  is  very  small  as  compared  with  the 
foreign  Customs  revenue,  nor  has  the 
increase  been  very  marked,  the  total  in 
1913  being  Tls.  2,929,411.  The  income  from 
this  source  has  suffered  from  the  transfer  of 
traffic  from  the  junk  to  the  steam  vessel,  and 
the  chances  are  that,  as  a  source  of  revenue,  it 
is  not  likely  to  be  of  much  importance  in 
the  future.  There  are,  however,  a  few  land 
stations  near  cities  like  Peking  and  on  the 
frontiers.  Generally,  these  Customs  houses 
on  the  frontier  are  farmed  out,  each  collector 
being  bound  to  pay  a  fixed  minimum  sum. 
The  original  purpose  of  the  native  Customs 
stations  was  to  control  the  trade  in  native 
junks. 

Opium   Lekin. 

At  one  time,  opium  lekin  used  to  be  a 
great  source  of  revenue,  and  even  in  1913  it 
amounted  to  Tls.  3,819,133.  Although  this 
total  is  quite  as  large  as  in  the  previous  years, 
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the  ratio  to  the  whole  revenue  has  been 
decreasing  year  after  year.  The  future  of 
this  source  is,  of  course,  settled.  There  will 
be  no  more  lekin  on  foreign  opium,  and  as 
the  cultivation  of  poppy  is  being  vigorously 
suppressed,  there  is  also  little  chance  of 
collecting  lekin  on  native  opium.  This  source 
of  revenue  is  bound  to  disappear  at  an  early 
date. 

Customs. 

The  foreign  Customs,  or  the  Maritime 
Customs,  is  the  one  department  that  has  the 
most  efficient  organization,  and  that  has  also 
helped  to  maintain  the  credit  of  the  Government 
in  the  most  troublous  times.  Since  its 
formation  in  1854,  the  trade  of  the  country 
has  increased  over  eight-fold,  while  the  revenue 
has  increased  from  Tls.  8,785,336  in  1867 
to  Tls.  43,969,853  in  1913.  Before  the  Boxer 
outbreak  the  duties  payable  were  3  per  cent, 
on  both  exports  and  imports.  As  a  result 
of  the  Protocol  of  1901,  China  was  allowed 
to  increase  the  duties  on  a  5  per  cent,  basis, 
as  the  indebtedness  of  the  country  increased 
heavily  on  account  of  the  indemnities,  demanded 
and  obtained  by  the  Powers.  Several  attempts 
have  been  made  to  increase  the  Customs  duty, 
especially  during  recent  years,  when  it  was 
thought  that  the  easiest  way  of  meeting 
foreign  indebtedness  was  to  tax  foreign 
trade.  The  only  occasion  on  which  even  one 
Power  was  willing  to  agree  to  a  large  increase 
was  when  the  Mackay  Treaty,  which  has 
since  proved  abortive,  was  concluded,  by  which 
the  tax  was  permitted  to  be  raised  to  12^ 
per  cent,  on  condition  that  China  was  able 
and  willing  to  abolish  all  the  lekin  stations. 
The  Government  was  certainly  not  able  to 
abolish  the  lekin  stations,   while  the  merchants 
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were  not  anxious  to  pay  a  12^  per  cent, 
duty,  which,  they  rightly  thought,  would 
simply  kill  trade.  In  any  case,  any  change 
in  the  duties  is  only  possible  with  the 
consent  of  all  the  Powers  having  relations 
with  China.  Since  the  conclusion  of  the  first 
Reorganization  Loan,  a  movement  has  been 
set  afoot  to  enhance  the  Customs  duty 
by  increasing  it  on  the  basis  of  an 
effective  5  per  cent.  The  duties  paid  since 
1902  have  been  on  the  basis  of  the  value  of 
the  goods  in  1901,  except  in  the  case  of 
ad  valorem  goods;  but  values  have  increased 
considerably  since  1901,  and  the  actual 
duty  paid  is  considerably  below  the  stipulated 
5  per  cent.  It  is  believed  that  very  soon  this 
change  will  be  effected,  as  practically  all  the 
Powers  are  willing  to  agree  to  this  increase. 
This  would  mean  an  increase  of  about  Tls. 
3-4,000,000  in  the  revenue,  even  if  the  total 
volume  of  trade  does  not  increase  in  the 
coming  years.  The  increase  in  the  Customs 
duties  has  been  on  a  larger  scale  than  that 
of  any  other  source  of  revenue.  The  particulars 
of  the  revenue  in  1867  were  as  follows  : — 

Tls. 

Import  duties     3,157,445 

Export  duties     4,879;045 

Transit  dues    66,892 

Tonnage       203,653 

Coast  Trade  dues 478,301 

Total  Tls.  8,785,336 

The    details    of    the    revenue    of     1913     are     as 
follows  : — 

Tls. 

Import  duties     19,938,860 

Export  duties     13,948,315 
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Tls. 

Coast  Trade  duties    ...  2,439,166 

Tonnage  dues     1,534,878 

Transit  dues  inwards  1,668,395 

Transit  dues  outwards  621,106 

Opium  lekin    3,819,133 


Total  Tls.  43,969,853 

Up  to  1911  the  Post  Oflace  was  under  the 
control  of  the  Inspector  General  of  Customs. 
The  expenditure  for  collection  and  preventive 
services,  marine  department,  and  other  minor 
services,  was  about  Tls.   5,000,000  in  1913. 

Miscellaneous. 

The  least  information  is  obtainable  about 
what  are  known  as  the  miscellaneous  taxes. 
If  the  total  revenue  from  miscellaneous  taxes 
had  been  negligible,  they  would  not  have 
attracted  much  attention,  but  ever  since 
attempts  were  made  to  frame  national  budgets, 
miscellaneous  taxes  have  formed  not  an 
inconsiderable  portion  of  the  total.  In  the  budget 
for  1911  miscellaneous  taxes  amounted  to  Tls. 
35,698,477.  In  the  budget  for  1912  ordinary 
sundry  duties  were  Tls.  36,163,842,  ordinary 
sundry  receipts  Tls.  19,194,101,  and  provisional 
sundry  receipts  Tls.  16,050,648.  In  the  latest 
budget  for  1913-14  "  other  taxes  "  totalled 
$37,862,677,  other  duties  $3,943,884,  miscellaneous 
ordinary  $12,385,813,  and  miscellaneous 
extraordinary  $10,115,871.  It  is  extraordinary 
that  such  big  amounts  should  have,  in 
common  parlance,  no  leg  to  stand  upon;  or 
the  sources  from  which  they  are  derived  should 
not  be  pointed  out.  Most  of  the  miscellaneous 
taxes  arose  only  after  the  Chinese  finances 
had  been  disorganized   by  the  Taiping  Rebellion 
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and  the  number  of  incidents  which  followed 
in  quick  succession  since  the  advent  of 
foreigners.  In  the  first  half  of  the  19th 
Century,  miscellaneous  taxes  primarily  consisted 
of  taxes  on  tea,  fish,  rushes,  property  transfer 
and  octroi  and  local  production  taxes.  Licenses 
for  all  sorts  of  purposes  had  to  be  taken 
and  taxes  paid.  Mr.  Morse  gives  a  list,  the 
principal  of  the  miscellaneous  taxes  being  the 
reed  tax,  tea  license,  mining  royalties,  fees 
on  sale  of  land  and  houses,  pawn  brokers' 
and  other  mercantile  licenses,  consumption  and 
production  tax,  besides  amounts  collected  on 
lotteries.  There  were  several  other  extraordinary 
taxes  which  also  went  under  the  heading  of 
miscellaneous,  like  the  taxes  on  title-deeds 
and  pawn  shops,  salt  exudation  tax,  monopoly 
fees  on  sauces,  oils,  and  spirits,  and 
stamp  duties.  About  1910  one  of  the  methods 
adopted  by  the  Manchu  Government  was  to 
initiate  stamp  duties  on  the  same  scale  as 
England.  It  was  openly  stated  that  China 
should  follow  the  example  of  England  and 
other  countries  which  receive  large  revenues 
out  of  the  sale  of  stamps.  The  attempt  of 
the  Manchu  Government  failed,  as  the  people 
would  have  none  of  the  stamp  taxes  on  the 
Scale  of  the  amounts  paid  in  European  countries. 
Only  recently,  in  1914,  the  ofi&cials  in  Canton' 
have  issued  stamp  paper  to  all  emigrants  leaving 
China  for  foreign  ports,  the  value  of  the  stamp 
being  $2.  The  estimated  revenue  under 
miscellaneous  receipts  was  only  under  Tls. 
10,000,000,  according  to  Mr.  Morse's  estimate. 
Now,  of  course,  the  Republic  expects  to  get 
four  to  five  times  as  much — which  is  simply 
absurd.  During  the  reign  of  the  Manchus, 
Ithere  were  several  taxes  which  went  towards 
the  maintenance  of  the  Imperial  government. 
The  principal  of  them  was  the  sale   of   offices. 

389 


FINANCE  IN  CHINA 

In  the  first,  and  the  last,  budget  of  the  Manchu 
dynasty  the  sale  of  official  ranks  and  titles 
was  expected  to  bring  in  Tls.  5,652,333  in  1911. 
This  source  of  revenue  has,  of  course, 
disappeared  once  for  all. 
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COMMUNICATIONS 

The  vast  improvement  in  the  commerce 
of  modern  European  and  American  countries, 
as  also  the  proper  regulation  of  administrative 
finance,  have  been  facilitated  mainly  through 
the  great  development  in  the  modes  of 
communication. 

Roads  and   Waterways. 

A  country  that  has  a  title  to  civilization 
has  generally  a  network  of  well-arranged 
roadways  as  well  as  railways — besides  transport 
by  water,  wherever  the  waterways  permit  of  it. 
Before  the  advent  of  railways,  roads  were  the 
principal  means  of  communication  with  the 
interior,  the  capital,  and  the  coast.  They 
usually  followed  a  natural  line,  although  there 
have  been  restrictions  in  the  shape  of  Customs 
houses  and  such  like.  As  all  countries  contain 
rivers,  canals  or  brooks,  it  is  necessary  that 
the  roads,  in  order  that  they  perform  the  functions 
allotted  them,  should  contain  bridges,  viaducts, 
or  tunnels.  The  purpose  of  the  roads  in  the 
olden  times,  when  commerce  was  not  a 
tithe  as  much  developed  as  it  is  to-day,  was 
mainly  the  conveyance  of  passengers,  and 
secondarily,  transport  of  goods.  When 
communication  was  solely  confined  to  roads, 
it  was  only  natural  that  transport  of  goods 
should  be  of  very  small  dimensions.  Transport 
by  road  costs  a  great  deal,  and  that  fact  was 
sufficient   to    keep    the    volume    of   trade   at   as 
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low  an  ebb  as  possible.  The  standard  of 
living,  also,  in  almost  all  countries,  was 
considerably  lower  than  it  is  to-day,  mainly 
because  such  cannot  increase  unless  the  cost 
of  the  goods  sold  were  cheapened  considerably, 
by  the  diminution  in  the  cost  of  transport. 
Where  it  took  hours,  and  sometimes  days, 
to  travel  from  one  place  to  another,  when 
the  detection  of  crime  and  the  policing  of 
roads  were  in  their  nature  difficult  on  account 
of  the  slow  means  of  communication,  the 
roads  were  certainly  not  safe  for  travel  at 
all  seasons  of  the  year.  Even  in  England, 
as  late  as  the  early  decades  of  the  19th 
Century,   the  roads  were  not  always  safe. 

The  disabilities  of  travel  or  conveyance 
of  goods  by  waterways  are  not  as  great  as 
those  by  roads  or  land  routes.  In  the  first 
place,  large  quantities  of  goods  could  be 
transported  at  an  infinitesimal  cost  by 
waterways,  and  attacks  by  brigands  or  robbers 
are  not  so  easy  in  the  case  of  water-borne 
traffic  as  in  that  of  road-borne  traffic.  Ail 
nations  have,  almost  by  a  sort  of  instinct, 
endeavoured  to  utilize  a  navigable  river 
wherever  they  have  it.  This  habit  is  older 
than  the  systems  of  governments  themselves, 
and  sanctified  by  the  earliest  tradition. 
The  upkeep  of  waterways  is  not  a  hundredth 
as  costly  as  that  of  the  upkeep  of  roads — even 
in  times  when  roads  were  scarcely  attended  to. 
Although  at  certain  seasons  the  waterways 
may  not  permit  of  any  traffic  at  all,  there  is 
always  some  period  when,  without  any 
attention  whatever  being  devoted  to  these 
ways,  it  is  possible  to  travel  and  transport 
goods.  It  is  only  natural  that  the  Chinese, 
almost  by  a  sort  of  prehistoric  instinct, 
should  have  taken  to  waterways  more  than  roads. 
The    rivers    in    China    are    slow     and     smooth- 
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running,  unlike  those  of  some  parts  of  India, 
and  they  are^  generally  deep.  This  explains 
the  fact  that  from  time  immemorial  the  Chinese 
have  made  full  use  of  their  waterways,  and, 
in  not  a  few  cases,   have  developed  them. 

"  Probably  no  country  in  the  world, 
certainly  none  aiming  at  civilization  even  of 
the  most  rudimentary  nature,  has  paid  so 
little  attention  to  roads  and  means  of 
communication  as  the  Chinese  Empire,  and 
it  may  be  remarked  at  the  outset  that  no 
road  in  the  European  acceptance  of  the  term, 
as  an  artificially  constructed  viaduct  laid 
out  with  engineering  skill  even  of  the  meanest 
description,  exists  from  one  end  of  China  to 
the  other. 

' '  Three  partial  exceptions  may  be  noted  : 
the  road  from  Tungchow  to  Peking,  the 
road  from  Hanchung  to  Chengtu,  and  that 
iormerly  existing  between  Nanking  and 
Eungyang.  Otherwise  the  roads  as  they 
exist  are  merely  the  customary  tracks  from 
one  town  or  village  to  another,  are  never 
macadamized,  and  follow  all  the  natural 
irregularities  of  the  surface.  They  are  never 
bounded  by  fences,  are  generally  undrained, 
and  when  proceeding  through  level  plains, 
are  entirely  undefined  and  wander  about 
from  side  to  side,  as  puddles  of  water  or 
artificial  pitfalls  dug  by  the  neighbouring 
farmer  compel  the  drivers  of  the  vehicles  to 
vary  their  route.  Every  spring,  in  the 
northern  provinces  at  least,  a  struggle  for 
occupation  takes  place  between  the  carters 
and  the  farmers.  The  farmer  has,  on  the  one 
hand,  a  perfect  right  to  plough  up  any  road 
passing  through  his  land,  and,  as  a  matter  of 
fact,  generally  exercises  the  right.  On  the 
other  hand,  the  teamster  has  an  equal  right 
to     drive     his     waggons    over    the    country    at 

393 


FINANCE  IN  CHINA 

large,  and  equally,  as  a  matter  of  fact, 
exercises  it.  To  prevent  the  ruin  of  his 
own  crops,  and  to  force,  if  possible,  the  track 
on  to  his  neighbours,  the  farmer  then  begins 
to  dig  pitfalls  along  the  most  frequented  route, 
compelling  the  teamster  to  move  to  one  side. 
As  it  becomes  evident  that  he  cannot  continue 
these  further  without  inflicting  more  damage 
than  he  is  likely  to  suffer  from  the  passage 
of  the  carts,  a  compromise  is  gradually 
arrived  at,  and  the  tracks  from  year  to  year 
follow  approximately  the  same  lines.  In  the 
loess  covered  provinces  the  circumstances  of 
the  case  compel  a  somewhat  different  system. 
Owing  to  the  number  of  ravines  crossing  the 
country  in  all  directions,  the  limits  of 
deviation  are  narrower  than  in  the  plains  of 
Shantung  or  Chihli;  the  constant  passage 
of  carts  keeps  the  surface  continually  stirred 
up  and  the  wind  catches  the  fine  particles 
of  sand,  of  which  the  loess  is  mainly  composed, 
and  carries  them  over  the  adjacent  country. 
In  consequence,  the  tracks  have  a  continual 
tendency  to  sink  below  the  surface,  and  are 
often  found  occupying  narrow  passages  sunk 
30  or  even  50  feet  under  the  ground  level. 
In  the  eastern  provinces,  from  like  causes, 
the  roads  when  passing  through  villages  or 
approaching  a  bridge  are  almost  invariably 
sunk  below  the  surface,  and  the  bridge  in' 
such  a  case  becomes  impassable  for  wheeled 
traffic,  its  abutments  being  raised  many 
feet  over  the  road  level.  In  the  Yangtsze 
delta  and  the  southern  provinces  generally  thfr 
use  of  carts  or  waggons  has  long  been  superseded, 
and  the  only  wheeled  vehicle  is  the  hand- 
barrow  with  one  wheel  caged  in  the  centre. 
To  accommodate  this,  the  centres  of  the  main 
roads  are  generally  paved  to  a  width  of  one 
or    two    feet    with    rough    granite     flag     stones. 
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The  roads  in  this  case  are,  of  course,  permanent, 
as  is  indeed  necessary  where  rice  is  extensively 
grown.  They  are  not,  however,  laid  out  on 
any  system,  merely  following  the  lines  of 
division  of  the  fields.  In  hilly  districts  the 
roads  generally  adopt  the  lines  of  the  water 
courses,  and  are  utterly  impassable  in  floods. 
The  boulders  in  the  waterbeds  are  seldom  or 
never  removed,  and  the  carts  passing  avoid  or 
surmount  these  as  best  they  can,  their 
motion  most  resembling  that  of  a  ship  in 
distress  as  they  sway  about  in  dangerous 
proximity  to  the  angle  of  final  stability. 
Frequently  this  is  exceeded  and  the  cart  is 
overturned  and  its  contents  are  pitched  out. 
This  latter  incident  is  not,  however,  confined 
to  mountain  tracks,  the  ruts  in  the  roads  across 
the  plains  being  frequently  as  bad.  The  writer 
has  indeed  known  a  curt  to  have  capsized  in 
one  of  the  main  streets  in  Peking,  and  two 
of  its  occupants  to  have  been  suffocated  in  the 
filthy  mud   before  assistance   could   arrive. 

"  That  this  state  of  utter  neglect  is  not 
of  recent  origin  may  be  judged  from  many 
incidents.  The  high  road  from  Peking  to 
Shantung  and  Kiangnan  crosses  the  old  bed 
of  the  Yellow  River  at  Pingyuanhien  in 
Shantung.  This  bed  has  been  entireh'  deserted 
since  the  12th  Century;  its  bottom  is  raised 
a  few  feet  over  the  ground  level  of  the 
plain,  and  is  bounded  by  two  raised 
embankments  sunk  thirty  feet  high.  The 
removal  of  a  few  thousand  cubic  yards  of 
soil  would  have  enabled  the  road  to  be  levelled 
the  whole  of  the  way  across  and  a  good 
road  made.  Instead  of  this,  the  entire  of  the 
traffic  climbs  diagonally  up  one  side  of  the 
outer  embankment,  descends  to  the  bed  of 
the  river,  disused  for  upwards  of  600  years, 
and    repeats    the  process  on  reaching  the  other 
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bounding  embankment.  The  whole  expense  of 
making  a  good  road  would  not  exceed  Tls. 
2,000;  yet  this  is  one  of  the  most  important 
routes  in   the   Empire. 

"  The  Emperors   of   the   Yuan  dynasty    are 
credited    with    greater     care     for     the     internal 
communications     of     the     Empire     than     their 
successors,    and    the    road     referred     to     above, 
from    Peking    to    Tungchow,   remains  as  a  vast 
effort  of   inutility.      It  is  paved  with  magnificent 
blocks     of    granite     averaging    about    50    to    80 
cubic    feet    each,    closely    joined.         It    is    now 
worn  into  ruts  often  exceeding  a  foot  in  depth, 
and    is    almost    impassable.         A    second    effort 
in  road  building  was  made  by  Hung  Wu,   the 
first    emperor    of    the    Mings    (1368-1399    A.D.), 
who    made    a    roadway    from    Pukow,    on     the 
north  bank  of  the  Yangtsze    opposite    Nanking, 
his  capital,  to  Fungyang  in  Anhui,  his  birthplace. 
This  road  is  remarkable    as    an    early   piece    of 
engineering,   the   levels   being  carefully    graded, 
and    the    road   carried   across  the   river  valleys, 
which  intersect  it  on  well  built,   arched   viaducts, 
one    of   ten  well  built  stone  arches.       The  city 
of  Chuchow,    through    which    the    road    passes, 
owes    to    the    same    monarch    some     beautifully 
designed    stone  bridges    with    segmental    arches 
— a  rare    if  not  unique  form  in  China.       Even 
here    the    builder    had    not    thoroughly    grasped 
the  idea  of  an  arch,  the  bridge  being  composed 
of  a  series  of  parallel  stone  ribs,   each   alternate 
stone    being    a    long    stretcher.       Beyond    these 
roads    no    feats    of    engineering    skill   had    been 
attempted      in      connexion       with       the       land 
communications     of     China,    for   the    celebrated 
stone  bridges   of  Fukien  and  elsewhere,   though 
remarkable     as     indicating    the    ability    always 
displayed     by     the     Chinese      in      moving     by 
manual    labour     huge     masses     of     stone,     are 
otherwise,  as  feats  of  engineering,   contemptible. 
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"  The  viaducts  of  Hung  Wu's  road  have 
long  ago  fallen  into  disuse,  in  this  indeed 
recalling  the  usual  practice  of  the  Chinese, 
whose  buildings,  from  the  day  they  are  completed 
till  their  final  collapse,  seldom  undergo  repair 
of  any  kind.  More  especially  is  this  the  case 
with  the  roads  for  the  keeping  in  order  of 
which  no  regular  funds  are  available;  nor 
is  any  provision  made  for  their  superintendence. 

"  In    the    central    and    seaboard     provinces 
as    a    rule    then    no    governmental   provision    is 
made    for    the    making    or    repairing    of    roads, 
ahd  the   burden  is  thrown    on    private    parties. 
Any  little    work    done    is  effected  by  means  of 
private    clubs,    who    collect     subscriptions     and 
supervise  what   is  done.      Sometimes,    but  very 
rarely,    when    things    have    come    to     the     pass 
that   traffic  is  actually  impossible,    the    officials 
will    step    in,    and    levy    taxes  for  the  purpose; 
but    the     people     have     so     well     grounded     a 
suspicion    of    the    object     as     well     as     of     the 
honesty  of  these    ofl&cials,    that    such  levies    are 
often  resisted  and  are  always  unpopular. 

"  In    the    western    provinces,    where    roads 
are     frequently     to     be     maintained     for     long 
distances    through    thinly     populated     districts, 
the    officials    have    to    make    provision  for  their 
occasional    repair.       The    soldiery   are   generally 
utilized    for   the    purpose,    but    occasionally  the 
labour  is  raised  by  corvee  from  adjoining  villages. 
"  What  applies   to   roads   generally    applies 
more    or    less    directly,  to     bridges,     but     with 
the  reservation  that  the  maintenance  of  bridges 
is  always  recognized  as  an  official  duty.       Bridges 
are  seldom  repaired,    and,   unless  newly  erected, 
are  for  the  most  part  utterly  neglected.      They 
are  never  built  on   scientific  principles.      When 
good    granite     or     flag-stones     are     obtainable, 
they    generally  consist  of  lintels   thrown  across 
stone    piers,    and    these    simple    structures     are 
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generally  found  in  the  best  condition.  When 
one  of  the  lintels  breaks  or  becomes  displaced 
it  is  not  repaired,  but  the  breach  is  generally- 
made  up  with  trunks  of  trees,  or  in  the  north 
with  millet-stalks,  covered  with  earth  and 
small  paving  stones.  It  is  not  till  the  road 
becomes  absolutely  impassable  that  repairs  are 
taken  in  hand,  and  by  the  time  they  are 
commenced  the  edifice  has  become  so  dilapidated 
that  entire   rebuilding   is   necessary. 

"  When    suitable,    the    bridges    assume     an 
arched     form :     the    arch,    however,    has    never 
been    thoroughly    naturalized    in     China;     lines 
of    voussoirs     are     laid     at     distances    of    from 
five    to    nine  feet,   and  the   spaces    between    are 
occupied    by    thrust    blocks     of     stone     joggled 
at   both    ends.       As    the    face    of    the    stone    is 
cut   to    the    intrados    of    the    arch,    an    element 
of   weakness   is     always     introduced,     and     as 
counter    arches     in     the     haunches     are    never 
made  use  of,  the  arch    in    a   few   years   begins 
to  rise  in  the   shoulders.      The  road  pavement, 
always    of    stone,    in    such    a    case  becomes,   of 
course,    displaced;    but    that     is     a     matter    of 
little     moment     to    the    Chinese    who    have    all 
their    lives     become     accustomed     to     disorder. 
Over    deep    and    rapid    rivers    bridges    of    boats 
are    common,    and    in    some    places,    where   the 
severity    of    the    winter    requires     it,     provision 
is   made   for  their  annual  renewal.      The  bridge 
over     the     Yellow     River     at      Lanchowfu      in 
Kansu   is    a    case    in    point.        Over  the  gorges 
of    the    Kinsha    Kiang    and     the     other     rivers 
between    Szechuan    and    Tibet,    and    in    Shensi 
between  Sianfu   and  Chengtu,   rough   suspension 
bridges  are  used.      These  consist  of  iron  chains, 
slung    from   bank    to   bank   and    planked    over 
with    wood.        As    no    provision    is     made     for 
staying,    nor    side-rails,     these     are     eminently 
dangerous    except    in    calm    weather,    and    even 
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then  can  only  be  crossed  by  one  mule 
at  a  time. 

"  If,  however,  the  Government  takes  little 
or  no  interest  in  the  condition  of  the  roads 
of  the  Empire,  it  has  always  concerned  itself 
with  regard  to  the  rivers  and  canals.  It  is 
true  also  that  the  knowledge  displayed  has 
been  of  the  crudest,  and  that,  taking  the  Empire 
as  a  whole,  its  care  has  been  so  badly  expended 
that  the  result  for  good  is  on  the  whole  negative. 

"  The  first  efforts  of  man  to  control  the 
waterways  of  China  extend  far  into  prehistoric 
ages.  Long  before  the  birth  of  tradition 
even,  we  find  emigrant  tribes  settled  along 
the  coast  of  the  Yangtsze,  where  they  had 
apparently  descended  from  the  regions  west 
of  Szechuan.  The  wide  regions  of  what  is 
now  known  as  the  Hukwang  were  tenanted 
by  people  who,  under  a  strong  government, 
seemed  likely  to,  at  one  time,  become  paramount 
in  the  north  of  China.  Even  now  the 
Hukwang  is  a  region  of  lakes,  rivers,  and  canals, 
but  in  those  days  the  expanses  of  water 
gradually  filled  up  by  the  annual  overflows  of  the 
great  Kiang  and  its  tributary  the  Han,  must 
have  been  both  greater  and  deeper  than  at 
present.  These  people,  from  the  necessities 
of  their  daily  existence,  early  learnt  the  art 
of  throwing  up  dykes  and  restraining  by 
embankments  the  flooding  water. 

"  Lower  down  and  occupying  the  delta 
lands  of  Kiangnan  and  extending  as  far  as 
the  mouths  of  the  Chekiang,  then  tenanted 
by  the  people  of  Yueh,  was  the  kingdom 
of  Wu,  which  rose  for  a  short  time  into 
prominence  among  the  states  of  Ch'un-Ts'iu. 
Through  this  region  flowed  the  three  ancient 
arms  of  the  Yangtsze  known  as  th«  San-kiang, 
and  within  its  bounds  were  the  ancient  five 
lakes      of     antiquity,      including       the:      great 
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Chen-tseh    itself.        The    people    became    adepts, 
in    the    art    of   controlling    their    waterways,    so 
that    at   the    present    day,    so    modified    by   art 
are    their    courses  that  it  is  a  difl&cult  thing  to 
restore    the    ancient    drainage    lines.       To  them 
is    probably    to     be     attributed     the     series     of 
works    still    existing    by     which     the     arm     of 
the    Yangtsze    entering  the   Taihu  was   directed 
northwards.        The     Sungkiang,    which    led    its 
waters    to    the   seai,   has  gradually    dwindled    to 
the  modern   Soochow  Creek,   and   the   Huangpu, 
dug  out  as  an  artificial    canal,    now    takes    the 
drainage  of  the  lower   province.      The   Hai-t'ang, 
which  prevents    the   waters    of    the    upper   part 
of   the    Hangchow    Bay,    now     the     estuary     of 
the  T'sien-t'ang,   mingling  with  the   fresh  water 
of  the  lakes    and    canals,    apparently  also  owes- 
its    commencement     to     the     times    anterior    to 
history,     while     yet     the     T'sien-t'ang,    as    the 
Che,   entered  the   sea  not  far  from  the    ancient 
city   of    Yu-yao.        North    of   the    Yangtsze    the 
long     line     of     embankments,      reaching      from 
Yangchow  to  Hwai  An-fu,  must  have   commenced 
anterior     to     the     time     of     Ch'un-ts'iu.         To 
the    latter    period    we    owe   the    entering     of     a 
canal  from  the  Hungtsze   to  the   Kao-yao   lake, 
which    has    profoundly    modified     the     physical 
aspect     of     northern      Kiangsu.        The     Hwai, 
which,  in  the  early  days,   flowed   past   Hwaianfu 
to   the    sea,    by    degrees  became  diverted  along 
the   line   of    the    new  canal,   and  now,   through 
another    channel,    the    Mang    Tung-ho,      makes 
its    way    by  T'aichow   and    eventually    mingles 
its  waters  with   the  Yangtsze. 

"  In  the  early  days  tradition  tells  us  of 
the  waters  of  the  Yellow  River  escaping 
through  the  -Nine  Ho  into  the  Gulf  of  Pechili. 
By  degrees  it  was  embanked  and  confined 
to  a  single  channel  passing  by  Pingyuanhien 
in  Shantung ;  the  other  rivers — the  Tsi,   the  Wei^ 
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the    Yung-Ting,  the  Peiho  and  the  other  rivers  of 
Chihli — being  more  or  less  diverted   from  their 
natural     courses.        During    the    Yuan    dynasty 
the    old   Yellow  Eiver  deserted  this  course  and 
for     a     time     flowed     in     a     channel     towards 
Hwaianfu,  a  portion  of  which  was  subsequently 
utilized     for     the     construction      of      a      canal 
connecting     the     T'si,     now     the     Ts'ing     Ho, 
and  the  Hwai.      Subsequently,  guided  apparently 
by    the    lines    of    the    abandoned    outlets  of  the 
ancient    Yellow    River,    a    connexion  was  made 
with   the   Wei,    and    the    Yung-liang     Ho,     the 
' V grain-bearing   river,"    once   famous  in  Europe 
as  the  Imperial  Canal  of   China,    was  completed. 
Whether    at    any   time'  this    canal    served     any 
more    useful    purpose    than     conveying     yearly 
the     fleet     of     junks     bearing     the     Emperor's 
tribute       from       Hwaianfu     to      Tungchow     is 
doubtful.       Of  late  years   it    has   been    a    mere 
ditch,   flooded  to  let  the  grain  junks  pass,  and 
immediately     closed     again,     as     its     defective 
construction   and  the   mud-laden    waters  of   the 
Hwang    Ho,    with    which    the   northern  portion 
is    annually    flooded,    render     its     re-excavation 
every   year     a     necessity.        As     a     means     of 
communication      between     north       and       south 
the  canal  need  not  be  considered,   as  not  a  single 
vessel,    except   the    junks    carrying    the    tribute 
rice,    ever   passes,    the     carriage     of     the     rice 
itself    by    this    route    being    a     fiscal     measure 
benefitting      only     the    officials    engaged    on    it, 
while    seriously    crippling    the    revenues    of    the 
Empire. 

"  Wherever,  then,  the  Chinese  have  found 
a  navigable  river,  they  have,  by  a  sort  of 
instinct  derived  from  prehistoric  times, 
endeavoured  to  utilize  it.  Like  everything 
else  of  which  the  Government  of  China  takes 
cognizance,  it  is,  however,  to  the  last  degree 
ineffective;    and    it    has    often    been     an     open 
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question  whether  more  good  than  evil  has 
been  done  by  these  struggles  to  control  the 
natural  courses  of  the  waterway."  * 

Waterways. 

Although  the  progress  of  railway  construction 
during  the  past  fifteen  years  has  been  fairly 
satisfactory,  considering  the  financial  situation 
and  the  other  difficulties  incident  on  introducing 
an  innovation  into  this  country,  the  principal 
aids  to  commerce  and  transport  of  goods 
remain  to-day  almost  the  same  as  heretofore. 
But  for  the  waterways  and  the  roads,  or, 
to  be  precise,  the  apology  for  roads,  no  movement 
of  cargo  would  be  possible.  The  position  to-day 
is  that  the  roads  are  used  only  when  absolutely 
necessary,  that  is,  when  it  is  not  possible  to 
convey  the  goods  by  any  other  means. 
Waterways  are  in  very  large  use,  especially  the 
rivers  and,  to  a  very  small  extent,  the  canals; 
as  the  latter  have,  owing  to  neglect,  been  left 
to  silt  up,  and  are  useless  for  purposes  of 
trade  during  the  larger  portion  of  the  year. 
Owing  to  the  introduction  of  steam  vessels  in 
the  principal  waterways  of  the  country, 
the  cost  of  transport  is  almost  infinitesimal 
compared  to  the  cost  under  the  old  method  of 
carrying  goods  by  junks,  or  immensely  trifling  as 
compared  to  the  cost  of  carriage  by  roads. 
Almost  all  the  principal  steamship  companies 
are  either  fully  owned  by  or  under  the  control 
of  foreigners,  except  the  China  Merchants 
Company  and  a  few  small  local  lines,  owned 
or  managed  by  Chinese — in  ports  like  Shanghai 
or  Hongkong.       Even  freight  by  steamships  is 

* "  Inland  Communications  in  China,"  Journal  of  the  North- 
China  Branch  of  the  Royal  Asiatic  Society,  Vol.  XXVUI,  1890.  Very 
little  change  has  taken  place  during  the  years  since  this  article 
was  written;  and  the  extracts  are  applicable  to  the  condition  of 
inland    communication    to-day. 
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certainly  very  costly  as  compared  with  freight 
in  European  countries.  For  instance,  the 
freight  on  cargo  from  Shanghai  to  Hankow, 
or  from  Canton  through  the  West  River  to 
Wuchow,  a  distance  of  from  500  to  600  miles,  is 
as  much  or  very  nearly  as  much  as  the  freight 
from  Manchester  to  Shanghai.  This  is  probably 
due  to  the  fact  that  the  vessels  plying  between 
Chinese  ports  are  small  and  the  expenses  and 
the  risks  are  comparatively  heavier  than 
those  of  steamships  plying  between  Europe 
and  China.  There  is,  moreover,  no  regular  or 
settled  freight,  and  times  of  good  trade  have  to 
compensate  for  dull  periods,  which  are  not 
altogether  uncommon  in  China  trade. 

Principal  Communications. 

With  regard  to  inland  communication,  China 
may  profitably  be  divided  into  the  following 
districts :  (1)  The  great  North-west  consisting 
of  the  provinces  of  Shensi  and  Kansu,  together 
with  portions  of  Chinese  Turkestan  lying  south 
of  the  T'ien  Shan.  (2)  The  West,  consisting 
of  the  provinces  of  Szechuan,  Yunnan  and 
Kweichow,  with  the  adjacent  border  lands. 
(3)  The  South,  consisting  of  the  two  Kwangs 
and  Fukien.  (4)  The  lower  Yangtsze  provinces, 
consisting  of  Hukwang,  Kwangsi  and  Kiangnan. 
In  this  division  comes  also  the  province  of 
Chekiang,  lying  between  the  southern  and  the 
Yangtsze  provinces.  (5)  The  northern  provinces 
of  Shansi,    Chihli,   Honan  and   Shantung. 

The  north-western  provinces  are  specially 
loess-covered,  and  this  fact  has  to  be  noted 
when  considering  the  conditions  of  travel  and 
the  dispositions  of  the  line  of  traffic.  The 
province  of  Szechuan  is  girt  by  mountains, 
covered  mostly  with  sand  stone  formations, 
and    intersected    by   numerous    rivers,    most    of 

403 


FINANCE  IN  CHINA 

which  are,  to  a  greater  or  less  extent, 
navigable.  The  southern  provinces  are  for 
the  most  part  mountainous,  although  some 
portions  are  very  fertile  and  support  a  population 
of  extreme  density.  Between  Fukien  and 
the  two  Kwangs  communication  is  mainly 
efiected  by  sea  and  the  larger  rivers,  and  the 
provinces  are  cut  off  from  each  other  and  from 
the  rest  of  China  by  mountain  chains,  which 
are  not  very  favourable  to  roads  or  any  kind  of 
traffic.  The  lower  Yangtsze  provinces  are 
almost  entirely  dependent  on  the  Yangtsze 
and  its  tributaries  for  their  means  of 
communication.  The  great  road  from  the 
west  stops  at  Lao  Ho  K'eo  on  the  river  Han, 
1,400  li  above  Hankow;  the  great  road  from 
the  capital  ends  at  Tsingkiangpu,  on  the  old 
Yellow  River ;  and  the  great  roads  of  Fungyang 
and  Ch'eokiakeo  are  carried  on  to  the  Yangtsze 
at  Pukow  and  Hankow  respectively.  The 
communications  in  Chekiang  depend  mainly 
on  the  river  Tsien  Tang.  In  Chihli  water 
carriage  is  availed  of  very  largely,  as  also  in 
most  of  the  northern  provinces.  Land  in  the 
northern  provinces  is  for  the  most  part  elevated. 

Transport   Charges. 

In  a  consideration  of  the  effect  of 
communications  on  trade,  the  principal  factor 
is  the  cost  of  conveyance  of  goods  or  passenger 
trafiic.  Trade  in  modern  European  countries  is 
very  much  facilitated  by  the  extreme  cheapness 
of  cost  of  transport.  In  the  United  States,  where 
railway  development  has  reached  a  limit 
unknown  in  other  countries,  the  cost  of 
transport  of  goods  is  almost  the  cheapest  in 
the  world,  being  as  low  as  one  farthing  for 
general  cargo  per  ton  per  mile.  Of  course, 
the  cost  of  carriage   by   sea,    especially   in    the 
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big  vessels  that  now  ply  throughout  the  world, 
is  even  much  less  —  the  cost  of  transporting 
general  cargo  from  London  to  Shanghai, 
a  distance  of  over  9,000  miles,  being  about  35 
shillings  per  ton.  It  is,  therefore,  not 
surprising  that,  with  such  a  small  amount  of 
transportation  cost,  commerce  should  have 
been  facilitated  in  European  countries.  In 
the  interior  of  China,  one  has  to  depend  on 
the  amount  of  labour,  mules  or  chairs  available, 
as  also  on  the  weather.  The  quantities  conveyed 
by  cart,  which  is  the  only  possible  vehicle 
for  conveying  goods,  are  also  very  small.  The 
average  cart  in  the  north-west  provinces 
carries  from  about  800  catties  of  hardware 
to  1,200  catties  of  other  goods.  In  the 
district  of  Lanchow  the  average  cost  is  about 
15  cash  per  catty  for  about  660  li,  a  li  being 
about  1,900  Eng'lish  feet,  or  about  a  third  of 
mile.  The  catty  weighs  from  18.6  to  about 
27.25  ounces,  in  accordance  with  the  local 
custom  in  different  places  as  also  the  kind  of 
goods.  The  Customs  catty  weighs  21^  ounces 
avoirdupois.  At  Canton  the  catty  weighs 
from  19.68  to  22.06  ounces.  In  Soochow  the 
guild  catty  is  19.7  ounces;  for  rice  paid  as 
imperial  tribute,  20.6  ounces;  for  the  sale 
of  oil,  23.2  ounces;  and  for  the  sale  of  sugar, 
27.24  ounces.  In  most  parts  of  Shensi  a  cart 
with  two  animals  generally  costs  from  about 
80  tael  cents  to  1  tael  per  day,  the  cart  going 
on  an  average  about  100  li  a  day,  except 
when  crossing  hills.  In  Si-an  the  cost  of 
carriage  of  goods  is  300  cash  for  80  catties  for 
every  hundred  li.  In  Yunnan  the  cost  of 
transport  of  goods  by  coolie  is  about  36  dollar 
cents  for  from  about  60  to  70  catties,  for 
every  hundred  li.  In  Kwangsi  the  cost  of 
the  carriage  of  goods  for  every  hundred  li 
averages     between     30     to     35     cents.        It    is 
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worthy  of  note  that  the  ratio  of  the  cost  of 
carriage  by  water  to  that  by  road  in  this  country 
is  much  less  than  even  in  Europe  or  America. 
For  instance,  in  the  province  of  Kiangsu, 
where  the  Yangtsze  and  its  tributaries  form 
the  highways,  the  cost  of  carriage  of  100 
catties  for  100  li  is  only  10  cash  for  short 
distances;  for  long  distances  the  cost  is  about 
8  cash  per  100  catties  for  100  li. 

Railways. 

In  almost  every  country  in  the  world 
the  railroad  has  come  to  be  an  important 
factor  of  economics.  In  many  a  land  the  steel 
road  and  the  steam  engine  had  to  fight  their 
way  against  the  prejudices  of  the  conservative 
population  and  the  vested  interests,  to  whom 
any  innovation  was  not  profitable.  When  it  is 
remembered  that,  even  in  England,  in  the  early 
part  of  the  19th  Century,  the  introduction 
of  railways  was  attended  with  insuperable 
diflBculties,  there  is  every  reason  to  excuse  the 
Chinese  for  the  opposition  they  offered  to 
this  new  mode  of  communication.  As  in 
all  countries,  weak  from  the  military  point 
of  view,  and  over  which  the  more 
powerful  nations  were  wrangling  to  gain 
political  or  economic  dominance,  the  question 
of  railways  in  China  became  complicated; 
and  a  good  deal  of  rancour  was  introduced 
in  the  efforts  to  introduce  railways.  The 
railway  became  the  cause  of  violent  rivalry 
among  the  Powers,  ever  since  it  began  to 
be  introduced.  The  question  of  railways  was 
mixed  up  with  that  of  the  spheres  of  influence. 
It  was  not  merely  a  question  of  granting 
concessions  to  open  up  an  important  means 
of  communication;  it  was  not  merely  a 
question  of  industrial  advancement  or  favourable 
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terms  to  the  creditors  and  the  builders :  the 
Powers  were  vying  with  one  another,  and 
are  even  doing  so  to-day,  in  cutting  each 
other  out,  although,  however,  it  must  be 
admitted  that,  considering  all  the  impediments 
and  rivalries,  the  progress  has  been  satisfactory. 
The  introduction  and  building  of  railways 
in  European  countries  were  undertaken  by 
the  natives  of  the  country,  and  whatever 
opposition  there  was  had  practically  no 
political  significance.  In  this  country,  on 
the  other  hand,  the  foreigner  was  anxious 
to  introduce  railways,  his  main  objective 
being  to  facilitate  the  sale  of  his  goods.  Even 
at  the  time  when  the  first  attempt  was  made 
in  1863,  the  tendency  of  commerce  was 
more  toward  the  introduction  of  foreign  goods 
into  China  than  the  sale  of  Chinese  goods 
to  foreigners. 

First  Efforts. 

The  first  attempt  was  made  in  1863,  when 
a  petition,  signed  by  twenty-seven  foreign 
firms,  mostly  British  merchants,  was  presented 
to  his  Excellency  Li,  Imperial  Commissioner 
and  Governor  of  the  province  of  Kiangsu, 
for  a  concession  of  the  right  to  establish 
a  line  of  railway  between  Shanghai  and 
Soochow.  On  the  recommendation  of  Li 
Hung-chang  the  petition  was  rejected,  the 
main  objection  being  the  employment  of 
numerous  foreigners  in  the  interior,  which 
the  building  of  the  railway  would  entail — although 
that  famous  statesman  believed  that,  if  the 
line  was  built  by  Chinese  themselves,  there 
should  be  no  objection  to  it. 

Several  schemes  were  then  proposed  to 
create  a  network  of  railways,  especially  on  the 
expert  advice  of  Sir  Macdonald  Stephenson,  who 
was    responsible    for    some    of    the    great   trunk 
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lines  in  India.  The  foreigners  tried  to  convince 
the  Chinese  of  the  advantages  of  railroad 
communication,  as  also  the  fact  that  the 
Chinese  by  themselves  could  not  build  railways. 
The  Government  brushed  aside  all  the 
arguments,  and  firmly  stated  that  it  would 
permit  of  no  change  that  would  result  in  the 
enhancement  of  foreign  influence. 

Shanghai-Woosung  Line. 

Although  smarting  under  the  disappointment, 
the  foreign  merchants  in  Shanghai  did  not 
altogether  give  up  hope.  An  attempt  was 
made  in  1865  by  Messrs.  Jardine,  Matheson 
&  Co.,  to  build  a  line  from  Shanghai  to 
Woosung,  mainly  as  an  object  lesson  to 
the  Chinese.  Land  was  at  first  bought, 
and  for  several  reasons  the  scheme  could  not 
be  carried  out  in  its  entirety.  Ten  years 
later  a  second  attempt  was  made  to  complete 
the  project,  and  in  June,  1876,  the  line  was 
constructed  up  to  Kiangwan.  A  little  while 
later,  with  the  signing  of  the  Chefoo  Convention, 
and  after  innumerable  arguments  with  the 
Chinese  officials,  the  line  was  allowed  to  be 
completed,  and  on  the  first  of  December 
the  same  year  Shanghai  was  connected  with 
Woosung  by  railroad.  The  Chinese  had  always 
been  objecting  to  the  construction  of  the  line, 
and  an  arrangement  was  come  to  by  which 
the  Government  bought  the  line,  and  the 
following  year  the  purchase  money  was 
paid  and  the  line  handed  over  to  the  Chinese. 
Soon  after  the  purchase  the  Government 
came  to  the  conclusion  that  the  road  should 
be  closed.  The  rails  were  torn  up  and,  the 
engines  and  rolling  stock  were  conveyed 
to  the  island  of  Formosa,  and  there  dumped 
on  the  beach. 
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FORMOSAN  Railway. 

The  second  attempt  to  construct  a  railway 
in  China  was  made  in  Formosa  in  1887, 
and  eleven  miles  of  railway  from  Tuatutia 
to  Saitiengka  was  opened  to  traffic  in  1889, 
and  the  line  was  completed  to  Kelung,  the 
capital  of  Formosa,  in  1891.  In  this  case 
also  the  central  government  expressed  its 
displeasure  at  the  construction  of  the  line, 
and  the  line  was  left  to  deteriorate.  After 
the  Chino-Japanese  War,  this  island  passed 
into  the  hands  of  the  Japanese,  and  at  present 
there  are  260  miles  of  railway  operating  in 
the  Island. 

The    Northern   Railway. 

The  >third  attempt  was  made  in  1878  in 
the  province  of  Chihli,  when  the  Kaiping 
coal  field  was  opened  under  purely  Chinese 
auspices.*  The  nearest  point  at  which  coal 
could  be  shipped  was  Pehtang,  about  29 
miles  away  from  the  fields.  Mr.  Tong  wisely 
thought  that  the  introduction  of  a  small  railway 
would  help  transport.  Imperial  sanction  was 
obtained  to  construct  a  line  at  first,  but  it 
was  soon  withdrawn.  After  several  attempts, 
the  Government  gave  permission  to  construct 
a      tramway      between      the        colliery        and 

*  This  Kaiping  coal  field  was  started  through  the  exertions  of 
Mr.  Tong  King-sing  and  his  friends,  assisted  by  Viceroy  Li  Hung-chang; 
and  a  company  called  the  Chinese  Engineering  and  Mining  Company 
was  formed.  During  the  Boxer  rebeUion  this  line  passed  into  the 
hands  of  foreigners,  and  there  was  a  good  deal  of  unseemly  squabble 
for  a  number  of  years  over  the  proprietorship  of  these  coal  fields, 
which  are  the  most  important  in  China.  Finally,  however,  the 
Chinese  Engineering  and  Mining  Company  became  almost  entirely 
foreign.  About  1905  the  Chinese  started  the  Lanchow  mines. 
The  competition  was  great,  and  relations  between  these  two 
companies  were  very  strained.  After  prolonged  negotiations  the  two 
companies  were  amalgamated  in  1913  under  the  style  of  the 
Kailan  Mining  Administi-ation,  the  company  now  being  an  Anglo- 
Chinese  one,  although  the  British  have  a.  controlling  voice  in  the 
management    of    the    amalgamated     company. 
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Hsukochwang,  about  7  miles  distant — the 
coal  from  thence  to  be  conveyed  by  canal. 
This  tramway  was  to  be  worked  by  mules, 
although  it  was  hoped  later  on  that  locomotives 
would  be  introduced.  A  locomotive  was 
constructed  by  Mr.  Kinder,  who  was 
appointed  resident  engineer  to  undertake 
the  construction  of  the  railway,  and  in  1881 
it  was  put  into  use  and  two  more  tank 
engines  were  purchased  in  the  following  year; 
and  the  railway  was  then  in  full  working  order. 
There     was     no     notable     change      up      to 

1886,  when  it  was  proposed  to  start  the 
Kaiping  Railway  Company,  and  extend  the 
line    from    Hsukochwang    to    Lutai.        In    May, 

1887,  this  line  was  completed.  By  this  time 
Li  Hung-chang,  who  was  then  Viceroy  of 
Chihli,  and  who  formerly  opposed  the  railway 
between  Shanghai  and  Soochow,  was  converted 
to  a  belief  in  the  benefits  of  the  steam  engine 
and  the  railroad;  and  he  applied  to  the 
central  government  for  several  extensions. 
He  laid  special  stress  on  the  military  advantages 
of  such  extensions,  although  he  was  convinced 
of  the  commercial  advantages.  The  Kaiping 
Railway  Company  thus  became  the  China 
Railway  Company,  and  a  prospectus  in 
Chinese  was  issued  in  1887  inviting  subscription 
from  the  public  of  Tls.  1,000,000.  The  Chinese, 
however,  did  not  respond  sufficiently. 

In  the  meanwhile  syndicates  had  been 
formed  in  Europe  to  help  railway  construction 
in  this  country.  The  Chinese  absolutely 
refused  to  give  out  any  contracts  to  foreigners. 
The  China  Railway  Company,  however, 
proceeded  to  work  with  what  money  it  had. 
The  Lutai-Tongku  section  was  begun,  and, 
as  usual,  the  owners  of  land  put  up  their 
price,  and  very  little  progress  was  made. 
Meanwhile,  Mr.  Kinder  succeeded    in   inducing 
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the  Chinese  to  adopt  the  route  to  Tientsin.  In 
1888  the  section  to  Tongku  was  completed 
in  April,  and  extended  to  Tientsin  in  August 
of  the  same  year — the  total  length  of  the 
line  being  81  miles.  In  November  two 
trains  a  day  passed  between  Tongshan  and 
Tientsin,  and  the  Throne  was  memorialized 
for  a  further  extension  of  the  line  to  Tungchow, 
near  Peking.  There  was  a  great  deal  of 
opposition  to  this,  and  the  reactionary  party 
at  Court  was  anxious  to  keep  the  railroad 
and  the  concomitant  foreign  influence  as 
far  away  from  Peking  as  possible.  The 
Throne  solicited  the  advice  of  the  several 
viceroys,  and  Chang  Chih-tung,  then  viceroy 
of  Hukwang,  while  urging  the  construction  of 
a  trunk  line  from  Hankow  to  Lukouchiao, 
where  the  trade  route  northwards  crossed  the 
Hwang  Ho,  opposed  the  extension  from  Tientsin 
to  Tungchow  on  strategic  grounds.  The 
Throne  adopted  his  scheme;  so  the  proposed 
scheme  of  extension  to  Tungchow  was  to  be 
dropped.  The  sponsors  of  the  northern  line  were 
satisfied  to  work  in  the  other  direction,  from 
Tongshan  northwards,  and  a  start  was  made 
in  1889  towards  Kaiping.  This  section  was 
completed  in  the  same  year;  the  following 
year  it  was  continued  to  Kuyeh.  By  the 
time  the  line  was  taken  to  Kuyeh,  the  capital 
of  the  China  Railway  Company  was  exhausted. 
In  1891,  Viceroy  Li  undertook  the  extension 
of  the  line  from  Kuyeh  to  Shanhaikwan, 
just  inside  the  Great  Wall.  The  work  was 
again  under  the  supervision  of  Mr.  Kinder, 
and  it  was  completed  early  in  1894. 

When,  in  18910,  the  proposal  to  connect 
Peking  with  Tungchow  had  to  be  abandoned. 
Viceroy  Li  Hung-chang  started  a  scheme  to  carry 
the  railroad  northwards  to  Manchuria  and  connect 
Tientsin    and    Shanhaikwan    through    Chinchow 
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to  Hsinmintun,  then  across  the  Liao  River 
to  Mukden,  and,  if  possible,  to  carry  the 
line  to  the  neighbourhood  of  the  Russo- 
Chinese  boundary  in  the  east.  Russia  was, 
of  course,  watching  the  attempts  of  China, 
and  the  idea  of  having  two  oceans  as  boundaries 
to  the  Russian  Empire  had  taken  deep  root 
in  the  dominant  councils  of  St.  Petersburg. 
By  1890  Russia  had  a  pretty  strong  hold  on 
Manchuria,  and  the  Russian  authorities 
strongly  opposed  any  proposal  tending  to 
increase  the  authority  of  China,  in  her  own 
Manchurian  provinces.  A  scheme  to  connect 
Siberia  \7ith  Russia  by  railway  had  long  been 
mooted,  and,  when  Russia  saw  that  China 
intended  to  have  railways  in  Manchuria,  she 
attempted  to  checkmate  it  by  proposing  to 
construct  the  Siberian  Railway — an  Imperial 
Ukase  to  that  effect  being  issued  in  the  following 
year.  The  new  railway  was  to  run  north  to 
Khabarovka  at  the  junction  of  the  Ussuri 
and  Amur,  and  the  construction  work,  which, 
up  to  1891,  had  been  progressing  very  slowly, 
was  hastened.  Russia  was  anxious  that  the 
right  to  construct  railways  in  Manchuria  should 
be  hers  entirely,  and  she  viewed  the  move  of 
Li  Hung-chang  with  great  anxiety.  The 
Chinese,  on  the  other  hand,  saw  that,  if  the 
projected  line  was  built  before  the  Russians 
asked  for  concessions  much  diplomatic  and 
other  difiiculties  would  be  obviated  in  the 
future.  It  is  known,  of  course,  that  there 
was  opposition  on  the  part  of  Russia, 
even  to  the  extension  of  the  line  from  Kuyeeh 
to  Shanhaikwan. 

In  1893  Li  Hung-chang  obtained  Imperial 
permission  to  continue  the  line  beyond  the 
Great  Wall.  Materials  were  coming  in  fast 
from  Europe,  and  landed  in  Port  Arthur; 
but   just     at     that    time     the     Chino- Japanese 
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War  broke  out,  and  all  the  materials  were 
taken  away  by  the  Japanese,  although, 
however,  such  of  it  as  had  been  landed  at 
Tienchaoching  was  available  for  the  use 
of  the  Chinese  after  the  war.  The  proposed 
extension  had  been  carried  as  far  as  Changhuso, 
about  forty  miles  beyond  Shanhaikwan. 

Owing  to  political  considerations,  the 
details  and  motives  of  which  are  not  clear 
even  twenty  years  after  the  close  of  the 
war,  the  construction  of  the  proposed  line  to 
Mukden  was  abandoned  for  the  moment, 
and  Li  Hung-chang  returned  to  the  originally 
proposed  line  to  Tungchow.  But  certain 
considerations  led  to  a  slight  modification, 
and,  in  order  to  avoid  all  chance  of  interference 
with  the  boat  traflfic,  Lukouchiao  was  now 
chosen  as  the  terminus.  The  work  was 
commenced  in  1895,  with  funds  supplied  by 
the  Hongkong  &  Shanghai  Bank,  although 
the  proposals  for  a  loan  were  only  in  the  air. 
In  the  meanwhile  arrangements  were  made 
with  the  China  Railway  Company  to  transfer 
the  whole  of  the  line  from  Kuyeh  to  Tientsin 
to  the  Imperial  Administration,  and  an 
agreement  had  been  drawn  up  early  in  1894.  At 
about  the  same  time  the  line  from  Tientsin 
was  continued  up  to  Machiapu,  instead  of 
Lukouchiao — a  short  distance  outside  the  walls 
of  Peking,  although  no  Imperial  sanction  was 
given  to  bring  the  line  so  near  the  capital; 
and  from  Machiapu,  Peking  was  connected  by 
a  small  electric  tramway. 

After  this  work  was  completed  attention 
was  directed  towards  that  portion  of  the  line 
between  Shanhaikwan  and  Chunghuso,  which 
had  been  completed  before  the  outbreak  of 
the  Chino-Japanese  War,  and  it  was  opened 
to  trafi&c.  The  continuation  of  the  line, 
according    to    the    original  proposal,  had  to  be 
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delayed,  partly  through  financial  considerations, 
and  partly  because,  with  the  increase  of 
Russian  influence  at  Peking  after  the  Chino- 
Japanese  War,  Russia  took  every  opportunity 
to  see  that  China  did  not  extend  her  influence 
over  the  Manchurian  provinces. 

Chinese  Eastern  Railway. 

A  closer  understanding  was  brought  about 
between    Russia    and    China     when     Li     Hung- 
chang     visited     Russia,     on     the     occasion     of 
the     cornation      of      the      present       Czar,       in 
1895.         It    is   generally    stated    that   Li  Hung- 
chang    signed    with    the     Russian     Government 
what  is  now  known  as  the   Cassini  Convention, 
the    terms    of    which,    however,     remain     hazy 
to  this  day.      But  two  important   developments 
took      place,      probably     as     a     result     of     the 
arrangement.        One      was      the     formation     of 
the     Russo-Chinese     Bank,     which     was     quite 
as  much  a  political,    as    a   banking  institution; 
and  the  next  was  the  permission  of  the  Chinese 
Government    to    carry    on     the     Trans-Siberian 
Railway      across      Manchuria     to     Vladivostok, 
instead     of      following     the     more      circuitous 
route  along  the  Amur.     This  line,  it  was  proposed, 
should      be     constructed     with      Chinese      and 
Russian  capital,   and   as  the   Chinese  had  neither 
the  capital  nor  the   confidence  to  invest  in  any 
joint-stock      company,      Russia      knew,       when 
making    the    proposal,    that     this     line     would 
practically     be     a     Russian     one.        The      line 
was    constructed,    and    the   company  ultimately 
came    to   be    known    as     the     Chinese     Eastern 
Railway     Company.        The     Chinese,    however, 
reserved     the    right     to     redeem     the     line     in 
thirty-six   years,    with     an     absolute     reversion 
after   eighty    years    without    payment     of     any 
kind.       Russia   pushed   along    the   construction 
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of  the  line,  in  the  course  of  which  work  the 
city  of  Harbin  was  founded.  As  the  object 
of  Russia  in  the  construction  of  the  line  was 
to  swallow  up  Manchuria,  she  was  very  anxious 
to  consolidate  her  position  at  as  early  a 
date  as  possible;  and,  evidently,  she  never 
dreamed  of  letting  the  Chinese  redeem  the  line. 

Meanwhile     there     were      some      fortuitous 
occurrences    which    helped    Russia     to     forward 
her    scheme     with     more     despatch     than     she 
thought      possible       till       then.         When      two 
German      missionaries       were       murdered       in 
Shantung,    Germany    seized    hold    of    Kiaochow 
as     compensation     for     the     outrage.        Russia 
immediately   took    Port    Arthur    by   force.        It 
is    not   within    my    province  to  go  through  the 
negotiations    which    necessitated     China    giving 
Kiachow    to    Germany,    Port  Arthur   to  Russia, 
and   Weihaiwei  to    Great   Britain.      Russia   also 
obtained  a  concession   to   construct   a  branch   of 
thjB    Chinese    Eastern    Railway    from  Harbin   to 
Port  Arthur,    and    by  an  additional   stipulation 
it  was  added  that  Talienwan,   or  what  is  known 
as    Tairen    to-day,    should    also    be    a    terminus 
of    the    line.        Immediately    on    the    signature 
of  the  agreement  work  was  commenced  on  the 
railway    from    Port    Arthur     to     Kaichiao    and 
Tiehling,    and   Tiehling  to  Harbin.      Port  Arthur 
was    fortified,    and    a   modern    town    was    built 
at  Dalny. 

Northern  Railway  Completed. 

During  this  period  China  seriously  proposed 
to  continue  the  line  from  Changhuso  to 
Mukden,  according  to  the  original  arrangement. 
The  Government  decided  to  raise  a  loan 
sufficient  for  the  construction  of  the  line  to 
Hsinmintun  with  a  branch  to  Yingkow,  and 
to  pay  off  the  various  loans  contracted  for  the 
construction     of     the     existing    lines — the    total 
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liabilities  then  amounting  to  Tls.  2,540,000.  The 
Director-General  .  of  Eailways  commenced 
negotiations  with  the  British  and  Chinese 
Corporation,  a  syndicate  formed  by  the 
Hongkong  &  Shanghai  Bank  and  Jardine, 
Matheson  &  Co.  An  agreement  was  arrived 
at,  providing  for  the  construction  of  a 
railway  from  Changhuso  and  a  branch 
line  to  Yingkow,  and  for  the  redemption  of 
the  existing  loans  to  the  Tientsin-Shanhaikwan 
and  Tientsin-Lukouchiao  lines — ^the  loan  being 
a  sterling  one,  and  the  amount  being  Tls. 
16,000,000.  Russia  naturally  objected,  but,  in 
spite  of  the  protest,   the   agreement  was  signed. 

After  a  great  deal  of  discussion  between 
the  several  Foreign  Offices,  the  Russian 
objection  was  withdrawn;  but  it  was  provided 
that  any  railway  line  north  of  the  Great 
Wall  should  be  purely  Chinese,  and  that  thfe 
Shanhaikwan-Newchwang  section  should  not 
be  mortgaged  to  any  foreign  nation. 

The  difficulties  between  Russia  and  Great 
Britain  were  for  the  moment  settled  by  an 
arrangement  made  in  1899,  by  which  Russia 
gave  to  Great  Britain  freedom  of  action  with 
regard  to  railways  in  the  Yangtsze  Valley, 
and  Great  Britain  agreed  to  adopt  the  same 
attitude  vis  a  vis  Russia  with  regard  to  railway 
concessions  north  of  the   Great  Wall. 

By  the  summer  of  1899  this  line  was 
pushed  to  Hsiaolingho,  two  miles  short  of 
Chingchow.  When  the  Boxer  outbreak  occurred 
the  line  had  proceeded  to  Kaopangtze;  and 
the  track  had  been  pushed  20  miles  north, 
proceeding  towards  Hsinmintun.  The  outbreak, 
of  course,  postponed  the  completion  of  the 
line  for  several  years.  During  the  Boxer 
outbreak  the  railways  were  in  the  hands  of 
Russia  and  Great  Britain,  Great  Britain  having 
the   section  between  Peking  and   Shanhaikwan, 
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and  Russia  that  beyond  the  Great  Wall. 
During  this  period  a  branch  to  Tungchow 
was  built,  and  the  terminus  of  the  line  was 
extended  from  Machiapu  to  the  wall  of 
the  Tartar  city  in  Peking. 

After  the  suppression  of  the  Boxer 
outbreak  the  construction  was  recommenced. 
The  line  to  Hsinmintun  was  completed.  A 
short  line  from  Kaopetien  to  Hsiling,  a  distance 
of  about  thirty  miles,  was  also  built,  the  cost 
of  this  branch,  however,  being  borne  by  the 
Board  of  Revenue.  A  bridge  over  the  Talingho 
on  the  section  between  Chingchow  and 
Kaopangtze  was  also  built,  and  opened  to 
trafl&c  early  in  1904;  and  several  other 
improvements  had  been  made  to  the  line. 
With  the  completion  of  the  line  to  Hsinmintun, 
and  the  extension  to  Tungchow,  the  length 
of  the  main  line  was  588  miles;  the  cost  of 
the  construction,  including  rolling  stock, 
being  about  $47,000,000. 

Peking-Kalgan  Line. 

The  profits  of  the  line  were  very  satisfactory, 
and  after  providing,  according  to  the  agreement 
arrived  at,  for  the  sums  needed  on  the  loan, 
the  balance  was  arranged  to  be  devoted  to 
the  extension  of  a  line  to  Kalgan.  Mr.  Jeme 
Tien-yu,  a  Chinese  engineer,  constructed  this 
line,  which  started  from  Fengtai.  The  first 
section  from  Fengtai  to  the  Ningkou  Pass — 
about  thirty  miles  in  length — was  completed 
by  1906.  From  Ningkou  to  Kalgan  the 
route  presented  considerable  engineering 
difl&culties,  and  by  1909  the  line  was 
completed;  the  whole  length  being  125  miles, 
and  the  cost  about  Tls.  6,500,000.  Extensions 
of  the  Kalgan  line  to  Mongolia  and  the 
Northern     Railways       from       Hsinmintun       to 
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Fakumen  were  being  spoken  of,  while  Russia 
also  had  a  scheme  for  a  branch  from  the 
Trans-Siberian  Railway  by  way  of  Urga 
to  Kalgan.       None  of  these  bore  fruit. 

In  the  meanwhile  Hsinmintun  was  connected 
with  Mukden.  The  Japanese  military  authorities 
constructed  a  narrow  gauge  railway  connecting 
these  two  places.  In  1907  an  arrangement 
was  arrived  at  by  which  China  agreed  to  pay 
lYen  1,660,000  to  Japan,  a  considerable 
portion  of  the  sum,  however,  remaining  as 
a  loan,  the  security  being  the  line  and  its 
earnings.  In  1908,  however,  the  gauge  of  the 
line  was  changed,  and  Mukden  connected 
with  Peking. 

South  Manchuria  Railway. 

The  Siberian  Railway  was  begun  in  1891, 
and  in  1901  there  was  through  communication 
across  Siberia  between  Moscow  and  Vladivostock 
and  Moscow  and  Port  Arthur.  During  the 
Boxer  rebellion  the  section  between  Harbin 
and  Port  Arthur  suffered,  and  the  Russians 
repaired  it.  As  Russia  was  following  a 
forward  policy,  and  her  object  was  the  absorption 
of  Manchuria,  she  paid  very  little  attention 
to  the  trade  possibilities  of  the  line,  and  was 
strengthening  her  military  position.  The 
Russo-Japanese  War  broke  out  in  1904,  and, 
by  the  Treaty  of  Portsmouth  in  1905,  that 
pollution  of  the  line  south  of  Kwangchengtze, 
which  is  situated  half  way  between  Mukden 
and  Harbin,  was  transferred  to  Japan,  and 
all  rights  under  the  lease  of  the  Liaotung 
Peninsula  were  also  assigned  to  Japan.  China 
had,  of  course,  no  other  course  but  to  ratify 
the  agreement,  and,  according  to  the  Convention 
signed  in  1905,  Japan  obtained  the  right  to 
■construct    a   branch   from   Mukden    to     Antung 
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in  order  to  effect  a  connexion  with  the 
Korean  trunk  railway  at  the  terminus  of 
Wiju;  also  the  right  to  participate  in  the 
construction  of  the  branch  line  between 
Kwangchengtze  and  Kirin. 

Immediately  after  the  signing  of  the 
Convention,  the  South  Manchuria  Railway 
was  formed  with  a  capital  of  Y.  200,000,000,' 
of  whichsharestothevalueof  but  Y.  180,000,000 
were  taken  by  the  Government.  During  the 
war,  the  section  of  the  line  which  was  controlled 
by  the  Japanese  was  transferred  to  a  narrow 
gauge  for  the  convenience  of  the  Japanese 
military  transport,  but  after  the  war  it  was 
converted  to  standard  gauge.  The  Japanese 
Government  borrowed  £4,000,000  in  London 
in  1906  to  pay  for  a  portion  of  its  shares.* 
For  the  purpose  of  developing  the  line  the 
South  Manchuria  Company  borrowed  £4,000,500 
in  1908,  and  debentures  were  also  issued  for 
£6,000,000  in  London  in  1911,  both  capital  and 
interest  being  guaranteed  by  the  Japanese 
Government.  The  balance  outstanding  now 
is  £6,000,000  at  4^  per  cent,  and  £6,000,000 
at  5  per  cent.,  the  latter  having  been  issued 
early  in  1911. 

Antung-Mukden  Line. 

The  Antung-Mukden  branch  of  the  South 
Manchuria  Railway  is  now  complete.  By 
the  Convention  of  1905  the  Antung-Mukden 
line  was  to  have  been  operated  by  Japan  for 
eighteen  years,  at  the  expiration  of  which  period 
the  Chinese  had  the  right  to  acquire  the  line 
at    a   price    to   be    settled    by    arbitration.        In' 

*  The  South  Manchuria  Railway  Company  also  acquired  the 
section  between  Kwangchengtze  and  Harbin — a  disitance  of  508  miles 
—besides  other  valuable  mineral  and  railways  rights  for  T.  100,000,000 
in    shares. 
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1909,  however,  the  Japanese  proposed  to 
reconstruct  the  Antung-Mukden  line  in  the 
standard  gauge,  and  the  Chinese  were  forced 
to  sign  a  new  agreement— the  reconstruction 
to  cost  Yen  23,000,000.  The  length  of  the  line 
is  189  miles,   and  it  is  now  in  working  order. 

KwANGCHENGTZE-KlRIN     RAILWAY. 

The  Kwangchengtze  Kirin  line  was  also 
provided  for  in  the  Convention  of  1905.  The 
Japanese  were  to  supply  half  the  capital  and 
to  have  an  engineer-in-chief  and  an  accountant 
until  the  same  is  repaid,  the  period  being 
fixed  at  twenty- five  years.  In  1909  the  Japanese 
Government  advanced  the  sum  of  Yen  2,250,000, 
which  was  the  Japanese  share  of  the  cost  of 
construction.  In  the  same  year  it  was  stipulated 
that  the  lines  connecting  Kirin  with  Horien 
via  Chienkao,  on  the  frontier  of  Korea,  shall 
be  constructed  with  capital  supplied  in 
equal  shares  by  China  and  Japan  under 
the  same  conditions  as  the  Kirin-Kwangchengtze 
Railway   arrangement. 

The  Period  of  Concessions. 

In  an  earlier  chapter  I  stated  that  the 
period  between  the  Chino-Japanese  War  and 
the  Boxer  outbreak  was  one  in  which  there 
was  a  scramble  for  concessions :  and  that  the 
foreigners  acquired  more  or  less  valuable 
concessions  during  that  period  is  well  known. 
The  Belgian  Syndicate  obtained  in  1897  the 
concession  to  construct  a  line  from  Lukouchiao 
to  Hankow.  The  American  Group  obtained  the 
concession  to  construct  the  southern  section 
of  the  trunk  line  between  Hankow  and  Canton. 
The  British  and  Chinese  Corporation  obtained 
several  concessions,  including  that  of  building 
the  Shanghai  Nanking  Railway  and  the 
Canton-Kowloon   Railway.        The  Russo-Chinese 
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Bank  obtained  the  right  to  build  a  line  from 
Taiyuanfu,  in  Shantung,  to  Chengtingfu.  The 
Peking  Syndicate  obtained  mining  and  railway 
rights  in  Honan  and  Shansi.  Germany 
obtained  territory  and  extensive  railway 
privileges  in  Shantung.  France  was  granted 
the  lease  of  Kwangchauwan  and  valuable 
railway  rights  in  Yunnan  and  Kwangsi. 

Peking-Hankow  Eailway. 

The  history  of  the  Peking-Hankow  Eailway 
concession  is  extremely  interesting :  it  is 
typical  of  the  fight  and  the  mututal  jealousies 
among  the  Powers  with  regard  to  railway  and 
other  concessions.  As  was  the  case  with 
many  another  line,  the  scheme  started  with 
a  proposal  that  the  larger  part  of  the  capital 
should  be  furnished  by  Chinese.  Even  the 
proposers  knew  that  such  a  scheme  was  not 
feasible.  The  American  Group  was  working  hard 
to  obtain  this  concession.  The  Belgians,  with  the 
material  apd  moral  backing  of  France  and 
Russia,  came  in  at  the  psychological  moment; 
and  while  the  terms  were  being  negotiated 
elsewhere,  they  obtained  the  concession, 
apparently  willing  to  undertake  the  work  on 
practically  the  terms  that  the  Chinese  were 
willing  to  offer.  Of  course,  it  was  known 
that  it  was  not  possible  to  work  under  such 
terms.  Diplomatic  pressure  was  then  brought 
to  bear  on  the  Chinese  Government  to  modify 
the  terms  to  suit  the  concessionaires. 

It  was  not  merely  a  question  of 
breaking  faith  with  the  American  Syndicate 
that  was  then  negotiating  with  Sheng  Kung-pao, 
who  was  nominated  some  time  previously  as 
the  Director  General  of  Railways,  but  it 
was  also  breaking  faith  with  Great  Britain.  On 
an  earlier  occasion,  with  the  full  knowledge 
of  the  Chinese   Government,   Great  Britain  and 

421 


FINANCE  IN  CHINA 

Russia  came  to  an  arrangement  by  which 
the  Yangtsze  Valley  was  to  remain  the  sphere 
of  British  influence.  Nevertheless,  the  contract 
with  the  Franco-Belgian  Group  was  signed, 
and  diplomacy  triumphed.  Under  the  loan 
contract,  provision  was  made  for  an  issue  of 
Francs  112,500,000,  and  the  Chinese  were  to 
supply  Tls.  13,000,000  and  the  total  capital 
was  to  have  been  Francs  134,250,000;  of  this 
amount  the  Government  supplied  only  Tls. 
5,800,000. 

The  construction  of  this  line  was  begun 
in  1899,  but  owing  to  the  Boxer  outbreak 
which  followed  soon  after,  work  had  to  be 
stopped.  The  railway  was  completed  and 
formally  opened  to  traffic  in  1905,  with  the 
exception  of  the  bridge  over  the  Yellow  Eiver 
— which  was  completed  later.  The  railway  is 
standard  gauge,  and  passes  through  a  rich 
and  thickly  populated  country.  The  sum 
borrowed  in  Europe  was  Francs  112,500,000; 
the  amortization,  according  to  the  agreement, 
began  in  the  tenth,  and  the  last  payment 
was  to  have  been  made  in  the  thirtieth,  year — 
the  loan  having  been  issued  in  1899.  The 
Government,  however,  reserved  the  right  to 
buy  back  the  line  in  1908.  The  Eusso- 
Chinese  Bank  undertook  all  the  details  in 
connexion  with  the  revenue  from  this  line 
and  the  loan.  Most  of  the  rails  with  which 
the  line  was  constructed  were  manufactured 
in  Hanyang.  In  1908  the  Government  decided 
to  buy  back  the  line,  and  an  Anglo-French 
loan  for  £5,000,000  was  issued,  with  the  proceeds 
of  which  the  line  was  bought  back.  On  the 
1st  of  January,  1909,  the  Government  took 
possession  of  the  line,  and  it  is  managed 
entirely  by  Chinese,  who  still  employ  a  few 
European  engineers.  This  line  has  sevefl 
branches,  with  a  total  length  of  127  kilometres. 
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Canton-Hankow  Railway. 

Another  line,  the  concession  for  constructing^ 
which  had  been  accompanied  with  a  great 
deal  of  intrigue,  until  in  1911  the  Four  Power 
Group  signed  a  contract  with  Sheng  Kung-pao, 
is  the  Canton-Hankow  Railway.  When,  in 
1896-1897,  American  financiers  were  foiled 
in  their  efforts  to  obtain  the  concession 
for  the  construction  of  the  Peking-Hankow 
Railway,  the  American  China  Development 
Company  was  given  the  concession  for 
constructing  this  line,  mainly  as  a  sop.  This 
Company  undertook  to  provide  £4,000,000, 
the  building  of  the  line  to  be  entirely  in 
their  hands.  The  details  were  precisely  the 
same  as  in  the  case  of  other  railways.  When 
the  Spanish-American  War  broke  out,  the 
Americans  had  done  very  little,  although  their 
concession  had  already  had  Imperial  sanction. 
A  survey  party  began  to  work  in  the  following 
year.  Owing  to  the  opposition  of  Hunan 
province,  Sheng  Kung-pao  suggested  that  the 
line  go  through  Kiangsi.  The  railway  passed 
through  rich  lands  and  a  wealthy  group  of 
cities — the  distance  between  Wuchang  and  Canton 
being  742  miles,  including  the  extension  to 
Samshui.  Hunan  was  rich  in  mineral  deposits, 
which  the  Americans  were  desirous  of 
opening  up.  The  Kwangtung  end  also  was 
a  rich  country.  The  American  Company  was 
anxious  to  carry  the  line  through  Hunan;  at 
the  same  time  they  found  that  £4,000,000- 
would  prove  insufficient  to  complete  the  line. 
So  they  set  to  work  to  obtain  a  supplementary 
agreement,  asking  for  the  same  terms  as 
those  accorded  to  the  concessionaires  of  the 
Peking  -  Hankow  line.  With  some  slight 
modifications  on  the  terms  asked  for,  a 
supplementary       agreement       was        concluded 
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in  1900.  The  principal  provision  of  the 
new  agreement  was  the  extension  of  the 
time  for  the  completion  of  the  line  from 
three  to  five  years,  and  the  increase  in  the 
amount  of  the  loan  to  about  £8,000,000. 
Besides,  the  American  Company  got  the 
right  of  assigning  the  concession  to  third  parties, 
although  they  were  not  allowed  to  transfer  the 
rights  of  the  agreement  to  other  nations  or 
people  of  other  nationalities.  Now  began  the 
transfers  and  re-transfers,  and  the  attempts 
to  get  in  other  nationals  to  construct 
the  line — especially  because  the  American 
Development  Company  found  that  the 
American  capitalists  hung  back.  In  1902 
the  extension  from  Canton  by  way  of 
Fatshan  to  Samshui  was  commenced;  towards 
the  end  of  1903  the  Canton-Fatshan  section 
was  opened  to  traffic;  and  at  the  end  of  the 
following  year  Samshui  was  reached.  Thus, 
at  the  end  of  this  period  about  32 
miles  were  opened  to  traffic.  Almost 
unconsciously,  the  Company  became  practically 
Belgian  by  the  American  Company  transferring 
its  rights,  in  spite  of  the  provisions  of  the 
supplementary  agreement.  There  was  a  great 
deal  of  unpleasantness  in  connexion  with  this 
transfer,  and  in  1904  the  Americans  again 
regained  the  control  of  the  Company.  But 
it  was  found '  that  the  American  Development 
Company  was  not  very  anxious  to  continue 
the  work  and  construct  the  line  :  this  Company 
was  only  anxious  to  obtain  as  much  as  possible 
out  of  the  sale  of  the  concession  back  to  the 
Chinese ;  and  just  for  the  32  miles  the  Chinese 
Government  had  to  pay  G.  $6,750,000,  and 
thus  close  a  scandal.  This  amount,  which 
was  equal  to  £1,100,000  sterling,  was  borrowed 
from  the  Government  of  Hongkong  in  1905. 
As    soon    as    the    American     Company     retired 
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from  the  field  the  Chinese  commenced  to 
work  themselves,  and  a  company  which  was 
formed  with  a  capital  of  about  $40,000,000 — 
of  which  over  20  per  cent,  was  paid  up — 
began  construction  work.  It  built  about  54 
miles ;  and  although  it  had  the  right  to  construct 
234  kilometres,  up  to  the  boundary  of  the 
Kwangtung  province,  it  did  not  proceed  further 
than  Shamshui,  and  had  still  to  go  140  kilometres 
to  reach  the  town  of  Chaochowfu. 

In  1906  England  and  France  agreed  to 
work  together  in  regard  to  the  Hankow- 
Canton  Railway,  and  arranged  not  to  lend 
money  to  construct  the  line  without  proper 
guarantees.  Up  to  1909  the  Chinese 
were  not  willing  to  accede  to  the  terms 
of  the  Anglo-French  Group.  Then  the  Germans 
were  will  to  lend  money  on  terms 
more  in  keeping  with  the  "  self-respect  of  the 
Chinese."  The  Anglo-French  Group  saw  the 
danger  of  this  step,  and  treated  with  the 
German  Group  at  Home.  After  a  good  deal 
of  negotiation  an  agreement  was  arrived  at 
between  France,  England,  and  Germany.  In 
the  meantime  Germany  had  signed  a  contract 
in  1909,  by  which  the  Chinese  Government 
was  to  have  had  £3,000,000,  and  the  Germans 
the  right  to  construct  also  a  line  from  Hankow 
to  Chengtu,  in  the  East  Szechuan  section. 
But  when  the  agreement  was  arrived  at 
between  the  three  Powers,  the  whole  situation 
changed,  and  the  negotiations  for  the  construction 
of  the  Hankow-Canton  and  Hankow-Szechuan 
lines  were  conducted  hand  in  hand.  It 
was  thought  that  a  loan  for  £5,500,000 
for  the  two  lines  should  be  raised  by  the 
three  Powers,  each  nation  having  an  engineer 
to  construct  its  own  section.  While  things 
were  proceeding  thus,  the  Americans 
re-entered  the   field;   and,   in   1910,    the  activity 
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of  the  American  Group  to  participate  in  Chinese 
affairs  was  extraordinarily  great,  espe'cially; 
as  the  latter  had  the  support  of  the 
administration  at  Washington.  The  story  of 
the  entry  of  America  into  Chinese  politics, 
and  the  several  details  in  connexion  with  the 
negotiations  between  America,  China  and 
the  other  Powers  during  that  period,  I  have 
given  in  the  chapter  on  China's  indebtedness. 
The  result  was  that  in  1910,  France,  Germany, 
and  England  agreed  to  give  America  right 
of  equal  participation  in  the  benefits  of 
railway  construction.  In  May,  1911,  the 
Group,  which  was  then  known  as  the  Four 
Power  Group,  came  to  an  agreement  with 
the  Chinese  Government  to  construct  the  two 
lines— the  first  loan  to  be  for  £6,000,000, 
and  a  supplementary  loan  of  £4,000,000  to  be 
raised,  if  necessary.  Germany,  England  and 
America  each  appointed  engineers,  while 
France  took  no  part  in  the  actual  construction 
of  the  line.  The  survey  was  commenced  iri 
1911,  but,  owing  to  the  Eevolution,  work 
had  to  be  stopped.  In  1912  the  survey 
was  again  commenced,  and  work  on  this 
line  is  now  proceeding   smoothly. 

TiENTSIN-PUKOW    EaILWAY. 

The  decade  after  the  Russo-Japanese 
War  constitutes  an  epoch  in  the  actual 
development  of  communications,  especially 
railways.  Many  of  the  lines  that  were  built  during 
this  period,  and  a  few  for  which  concessions 
were  granted  had  already  been  on  the  tapis 
for  at  least  ten  or  a  dozen  years.  In  almost 
every  instance,  proposals  for  construction 
were  mooted  more  or  less  under  Chinese 
auspices  at  a  time  when  there  was  a  patriotic 
wave   to    develop  the  resources    of   the    country 
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by  the  Chinese  themselves.  The  history  of. 
the  Tientsin-Pukow  line  is  an  example  of 
how  political  considerations  and  the  inability 
of  the  Chinese  to  find  capital,  side-track 
the  more  vital  considerations  with  regard 
to  the  development  of  railways.  The  first 
proposal  for  the  construction  of  the  line  was 
made  in  1897;  when  a  rich  Chinese  named 
Yung  Wing  obtained  a  concession  for 
building  a  line  between  Tientsin  and  the 
lYangtsze,  and  signed  a  loan  for  £5,500,000 
with  an  Anglo-American  syndicate.  Soon 
after  this  the  Germans  occupied  Kiaochow,  and 
the  concession  became  of  no  value  —  in 
view  of  the  interest  acquired  by  the  Germans. 
In  1898  the  Germans  proposed  to  grant  a 
loan  of  £4,500,000,  the  proposal,  however, 
coming  to  nothing.  The  British,  on  the  other 
hand,  were  also  anxious  to  have  control  over 
the  same  route,  but,  finding  that  German 
interests  had  to  be  placated,  they  came 
to  an  understanding  with  the  Germans.  In 
1899  the  Deutsch-Asiatische  Bank  and  the 
British  and  Chinese  Corporation  formed 
an  Anglo-German  syndicate  to  give  a 
loan  of  £7,400,000  at  5  per  cent,  to  construct 
a  line,  from  Tientsin  to  Chinkiang — a  distance 
of  982  kilometres.  The  loan  was  signed, 
but  hardly  had  the  details  been  settled  when  the 
Boxer  rising  put  an  end  to  the  progress  of 
the  construction,  which  was  not  taken  in  hand 
again  till  1906.  In  1907  the  Chinese  authorities 
raised  certain  objections  to  the  terms  of  the 
agreement,  stating  in  fact  that  they  were  not 
bound  by  the  arrangement  made  before  1900. 
The  Chinese  also  pretended  that  it  was  purely 
a  financial  arrangement,  and  that  the  construction 
should  be  left  in  their  hands — and  not,  as  according 
to  the  previous  agreement,  to  be  controlled  by 
the   lending  corporation.      A  new   contract   was 
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signed  again  in  1908  between  the  Deutsch- 
Asiatische  Bank  and  the  Chinese  Central 
Railway  Co.,  on  the  one  hand  and  the 
Chinese  Government  on  the  other.  This  loan  was 
only  to  be  for  £5,000,000— this  time  being  entitled 
the  "Imperial  Chinese  Government  5  percent. 
Tientsin- Yangtsze  Railway  Loan  " ;  the  line  was  to 
commence  from  Tientsin  and  then  proceed  vi&, 
Tsinanfu,  Likuo,  and  Hsuchowfu  to  Pukow 
on  the  Yangtsze,  on  the  opposite  side  of 
Nanking,  a  total  length  of  1085  kilometres. 
The  line  was  to  be  constructed  by  the  Chinese 
themselves,  who  were  to  nominate  a  German 
engineer  for  the  Northern  portion  and  an 
British  engineer  for  the  Southern  portion — the 
British  section  constituting  but  a  third  of  the 
total — and  the  engineers  to  work  under  the 
orders  of  the  Managing  Director,  who  was  to  be 
a  Chinese.  The  Deutsch-Asiatische  Bank  and 
the  Chinese  Central  Railway  Co.,  were  only  to 
act  as  agents  for  buying  material  in  foreign 
countries,  and  receive  a  commission  of  5  per 
cent,  on  the  orders.  There  were  also  other 
benefices  to  the  Syndicate.  In  any  case,  the 
first  portion  of  the  loan  for  £3,000,000  was 
issued  in  1908,  and  work  was  commenced  in 
the  same  year.  The  line  was  intended  to  proceed 
along  the  route  of  the  Grand  Canal  from 
Tientsin  up  to  Techow  on  the  frontier  of 
Shantung;  from  Techow  it  was  to  proceed  to 
Tsinanfu  after  crossing  the  Yellow  River; 
and  thence  it  was  to  go  south  through 
the  mountainous  regions  of  Shantung,  crossing 
the  Grand  Canal  again  midway  between  Suchau 
and  Ihsien,  then  passing  through  the  province 
of  Anhui,  and  then  through  Fungyang,  finally 
reaching  Pukow.  The  construction  was 
proceeded  with,  and  the  line  was  finished  in 
about  three  years  —  the  period  stipulated 
under      the     arrangement.         A     second      loan 
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of  £2,000,000  was  raised  in  1909.  A  contract 
was  also  made  for  a  supplementary  loan  of 
£3,400,000.  The  loan,  however,  was  not 
issued,  the  banks  instead  supplying  the  funds, 
whenever  needed,  for  the  construction.  This 
railway  was  opened  towards  the  close  of  1912 
and  has  been  working  so  far  very  satisfactorily, 
considering  that  the  country  has  been  in  a 
period  of  unrest  ever   since. 

PUKOW-SlNYANG    EaILWAY. 

The  Pukow-Sinyang  Eailway  concession 
has  been  on  the  tapis  for  a  considerable  time. 
The  concession  was  asked  for  in  1898,  at  the 
same  time  as  that  of  the  Shanghai-Nanking 
Eailway.  The  proposed  line  was  to  start 
from  Pukow,  a  point  on  the  Yangtsze  opposite 
Nanking,  and  connect  with  the  Peking-Hankow 
Eailway  at  Sinyang.  Thus  Shanghai  would 
be  connected  with  Peking  by  rail  vi^  Hankow. 
The  length  of  the  line  was  to  be  about  434 
kilometres,  or  270  miles.  This  contract  was 
given  to  the  British  and  Chinese  Corporation, 
although  it  was  understood  that  the  French 
had  also  rights  of  participation  in  this  line. 
Very  little  was  heard  of  this  concession  for 
a  long  time ;  and  it  was  only  in  October,  1913, 
that  the  survey  of  the  route  was  begun. 
It  is  understood  that  the  construction  would 
proceed  as  fast  as  possible. 

Hankow-Szechuan  Eailway. 

Practically  the  most  important  concession 
for  the  construction  of  railways  in  China  is 
that  for  the  construction  of  the  line  between 
Hankow  and  Szechuan.  At  first  it  was 
intended  that  there  should  be  Anglo-American 
co-operation;  but  America  refused  to  have 
anything  to  do  with  the  project  in  1904. 
Later     on,      in     1905,     France     and     England 
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came  to  an  arrangement  with  regard  to 
this  line.  The  Anglo-French  Group  had  been 
working  hard,  but  up  to  1909  very  little 
had  been  done.  An  unexpected  denouement 
took  place  in  1909,  when  a  contract  was  signed 
with  a  German  Group — on  more  favourable 
terms  than  those  offered  by  the  Anglo-French 
Group — for  the  construction  of  a  line  not 
only  between  Hankow  and  Canton,  but  also 
between  Hankow  and  Szechuan.  This  loan, 
however,  was  cancelled  after  an  agreement 
was  arrived  at  between  England,  France, 
and  Germany;  and  the  three  Powers 
agreed  as  to  the  terms  of  the  construction  of 
the  lines  between  Hankow  and  Canton  and 
Hankow  and  Szechuan.  In  1910  American 
interests  were  insistent  at  Peking,  and  the 
Anglo-Franco- German  Group  had  to  take  in 
the  Americans  to  save  complications.  A 
definite  contract  was  signed  in  May,  1911, 
bj  what  was  then  known  as  the  Four  Power 
Group  and  the  Chinese  Government,  represented 
by  Sheng  Kung-pao,  The  loan  was  for 
£6,000,000— £3,000,000  to  go  to  the  construction 
-of  the  Hankow-Szechuan  line,  and  £3,000,000 
to  be  spent  on  the  Hankow-Canton  line. 
At  the  same  time  it  was  provided  that 
this  Group  would  supply  another  £4,000,000, 
if  necessary,  for  the  construction.  The  French 
did  not  take  part  in  the  building  of  the  line  while 
the  English,  Germans,  and  Americans  had 
each  an  engineer.  The  line  was  intended  to 
start  from  a  place  called  Kuangshui,  a  point 
on  the  Peking-Hankow  Railway,  and  proceed 
west  towards  Siangyang  and  descend  upon 
Ichang,  and  from  thence  it  was  to  proceed 
to  Chengtu — the  total  length  of  the  line  being 
about  900  kilometres.  The  section  between 
Chingmen  and  Hanyang  was  to  be  constructed 
by   the    Chinese.         The    Chinese    had    already 
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formed  a  company  to  construct  a  line  between 
Hankow  and  Ichang,  and  there  was  a  very 
serious  agitation  against  the  granting  of  the 
concession  to  the  Four  Power  Group,  which 
was  followed  by  an  Imperial  Decree  proclaiming 
the  State  ownership  of  railways.  Considerable 
capital  was  subscribed  for  the  Hankow- 
Ichang  Railway,  and  the  management  of  it, 
which  was  entirely  Chinese,  wasted  the  funds, 
and  there  was  considerable  peculation :  and  it 
was  this  management  that  was  particularly 
responsible  for  the  railway  agitation.  The 
rebellion  delayed  work  on  the  proposed  line; 
although  a  portion  of  the  surveys,  especially 
for  the  Hankow-Canton  line,  had  been  made, 
further  operations  had  to  be  delayed  for  over 
a  year,  and  only  at  the  close  of  1912  was 
survey  once  again  begun.  Up  to  early  in 
1914  very  little  had  been  done  in  the  way 
of  actual  construction,  although  surveys  were 
proceeding  fast. 

WuHU-NlNGKOWFU     RAILWAY. 

Towards  the  close  of  1909  the  Anhui 
Government  granted  a  concession  to  Pauling 
&  Co.,  to  construct  a  line  between  Wuhu  and 
Ningkowfu,  a  distance  of  56  kilometres. 
The  loan  was  to  be  for  about  £400,000, 
although,  it  was  understood  that  the  line  was 
to  be  extended  from  Ningkowfu  to  Tungki, 
and  Ningkowfu  to  Kwangchow,  for  a  distance 
of  about  170  miles ;  and  the  total  amount  of  the 
loan  was  to  have  been  £1,600,000.  The  Central 
Government  approved  of  the  project,  but 
nothing  has  been  done   so  far. 

Shanghai-Hangcho w-  NiNGPO   Railway  . 

The  Shanghai-Hangcho  w-Ningpo  Railway 
has  been  very  much  before  the  public  eye, 
especially    during    1913    and    1914.       Described 
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by  the  business  men  of  the  Pacific  Coast  who 
visited  China  in  1910  as  a  model,  the  management 
of  this  line  has  proved  itself  a  model  for 
mismanagement  and  waste  of  funds.  The 
history  of  the  line  is  interesting.  When  the 
concession  for  the  Peking-Hankow  Eailway 
was  granted  to  a  Belgian  Group,  in  which 
France  was  also  known  to  be  interested,  the 
British  Group  wished  to  set  ofE  the  advantage 
obtained  by  France  by  obtaining  a  concession 
for  the  building  of  a  railway  in  Chekiang. 
A  preliminary  contract  was  signed  in 
that  year,  but  very  little  progress  was  made 
until  1905,  when  there  was  an  extraordinary 
volte  face  in  the  attitude  of  the  Chinese 
Government,  which  transferred  the  rights  of 
the  British  Group  to  the  Chinese.  The 
British,  however,  protested,  and  the  result 
was  that  a  contract  for  £1,500,000  was  signed 
with  the  British  and  Chinese  Corporation,  the 
terms  being  similar  to  those  of  the  Tientsin- 
Pukow  line.  Meanwhile,  two  Chinese 
companies  had  been  formed  with  a  view  to 
build  this  railway — the  Kiangsu  Railway 
Company,  with  a  capital  of  $3,000,000,  to 
construct  that  part  of  the  line  between  Shanghai 
and  Fengchin,  a  distance  of  about  38  miles; 
and  the  Chekiang  Railway  Company,  with  a 
capital  of  $5,000,000,  to  continue  the  line  from 
Fengchin  to  Hangchow,  a  distance  of  about 
78  miles;  the  capital  of  the  two  companies 
totalling,  at  the  then  rate  of  exchange, 
about  £800,000.  These  Companies  protested 
against  the  concession  to  the  British  and 
Chinese  Corporation.  The  Government,  however, 
signed  the  loan  in  1908;  the  loan  was  issued, 
the  guarantees  being  taxes  of  the  provincial 
governments  of  Kiangsu  and  Chekiang,  besides 
the  surplus  from  the  receipts  of  the  Northern 
railways    of    China.        The     difficulty     was     to 
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reconcile   the  claims   of   the  British  Corporation 
with    those    of    the     Chinese     Companies :     the 
Chinese      Companies      seemed      determined      to 
have     the     control     of     the     construction     and 
manageijient     in     their       own       hands.         An 
arrangement    was    come    to    in    1908    by   which 
the  Chinese  Companies  would  receive    $17,500,000 
from  the  Government  in  two  instalments.    In  1908, 
also,    it    was    arranged   that  the  line  should  be 
extended  to  Ningpo,  and  a  bridge  be   constructed 
on   the   Chientang  at   Hangchow.       The   capital 
was    also    to    be    increased    to    $15,000,000,    the 
increase    to    be    effected    with    the    aid    of     the 
funds  provided  by  the  loan  of  £1,500,000.      The 
line    was    to    have    had    a    total    length    of   238 
miles,    and    as    the    country  through  which  the 
railway  traverses  did  not   present    any    difiBcult 
engineering  difficulties,    the  cost  of  construction 
was  expected  to  be  very  cheap;    but    owing   to 
mismanagement    and    peculation,    the   Company 
wasted     all     the     funds     while     at     the     same 
time    doing    as    little    work     on     the     line     as 
possible.      Owing  to  differences,  the    Government 
was    not    able    to    take    much     of     the     money 
lent    by    the    British   and   Chinese    Corporation; 
about  $13,000,000  still  remained  with  the  foreign 
banks,    and    on    that    amount    the    Government 
is  paying  interest,  notwithstanding   the   fact  that 
it  is  not  fully  used.      The   line  was  never  taken 
beyond    a    few    miles    off    Hangchow,    and     the 
Chinese    Companies    have    been    in    sore    straits 
for  the  past  two  years.      A  proposal  was  made 
that  the   Government  should  buy  up  the  shares 
of    the    Company;     at    the     moment,     however, 
practically     nothing   is    being    done,    while    the 
mismanagement   still  goes   on. 

Swatow-Chaochowfu  Railway. 

The  concession  for  the   construction   of    the 
Swatow-Chaochowfu     line      was     given     to     a 
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€hinese  merchant,  who  had  made  a  fortune  in 
Java.  The  construction  was  in  the  hands  of 
a  Japanese  syndicate,  and  the  work,  which 
commenced  in  1904,  was  finished  in  1906;  and 
the  inauguration  took  place  in  1907.  The 
capital  is  entirely  Chinese,  and  it  is  estimated 
at  about  $2,000,000.  The  length  of  the  line 
is  about  24  miles.  The  railway,  however, 
is  registered  as  a  British  company. 

Amoy-Chengchow   Railway. 

The  line  between  Amoy  and  Chengchow 
was  commenced  in  1906  with  funds  provided 
by  the  Chinese,  and  with  the  same  management 
as  the  Swatow  Chaochowfu  line.  Tho 
distance  is  about  50  kilometres,  although, 
however,  it  was  intended  that  this  line  should 
eventually  connect  Swatow  with  the  Canton 
line,  thus  establishing  railway  communication 
between  the  provinces  of  Fokien  and  Kwangtung. 
The  total  length  of  the  line  is  about  50  kilometres, 
but  so   far  it  remains  unfinished. 

Chunchow-Pinghsiang  Line. 

The  line  between  Chunchow  and  Pinghsiang 
was  one  of  those  proposed  at  a  time  when 
the  America-China  Development  Co.,  obtained 
the  concession  for  the  Hankow-Canton  Eailway. 
Work  on  the  line  was  commenced  in  1898 
by  an  enterprising  Chinese,  principally  to  help 
ihe  transport  of  coal  from  the  mines  at 
Pinghsiang  to  Chunchow,  in  order  to  take 
them    to     the     forges     at     Hanyang.  From 

Chunchow  the  ore  and  coal  were  transported 
by  boats  on  the  Singkiang  to  the  Tungting 
lake  and  on  the  Yangtsze  up  to  Hankow  and 
Hanyang.  The  Americans  made  the  first  survey 
•of      the      line,      under     orders     from      Sheng 
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Kung-pao,  and  the  line  was  constructed  by 
another  American  engineer.  Most  of  the 
materials  for  the  building  of  this  line  were 
imported  from  Germany.  The  length  of 
the  line  is  about  90  miles,  and  the  cost  of 
construction  about  $3,000,000,  the  whole  capital 
having  been  subscribed  by  Chinese.  This  line 
was,  however,  bought  back  by  the  Government 
in  1907. 

Kaifeng-Honan   Railway. 

The  Kaifeng-Honan  Railway  is,  like  the 
Peking-Hankow  line,  the  result  of  Franco- 
Belgian  enterprise.  A  sydicate,  composed  of 
several  important  concerns  in  France  and 
Belgium,  in  which  the  Russo-Chinese  Bank 
was  also  interested,  applied  for  the  concession 
to  construct  a  railway  between  Kaifeng  and 
Honan,  especially  as  the  syndicate  had 
achieved  success  in  regard  to  the  Peking- 
Hankow  line.  In  1899  an  authorization  was 
granted  by  Imperial  Edict;  in  1900  a  Franco- 
Belgian  Company,  entitled  the  Societe  de  Chemin 
des  Fers  et  Tramways  en  Chine  was  formed — 
one-half  the  capital  belonging  to  France,  and 
one-half  to  Belgium.  The  Boxer  rebellion  put 
an  end  to  the  pourparlers,  and  it  was  only  late 
in  1903  that  a  contract  was  signed,  under 
similar  terms  to  that  of  the  Peking-Hankow 
line.  In  1904  work  was  commenced,  and  the 
cost  was  estimated  at  Francs  25,000,000.  The 
first  half  of  the  loan  for  this  amount  was  issued 
in  Paris  early  in  1905,  and  the  second  half 
in  December  of  the  same  year.  The  line  follows 
the  course  of  the  Yellow  River,  and  connects 
with  the  Peking-Hankow  Railway  at  Chengchow, 
about  45  kilometres  west  of  Kaifeng.  The  two 
railways,  however,  have  the  same  station.  The 
first  section  between    Chengchow    and    Kaifeng 
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was  opened  in  1907.  Owing  to  the  enormous 
losses  caused  by  floods  and  the  estimates  of 
the  cost  of  construction  proving  inadequate, 
an  additional  loan  of  Francs  16,000,000  was 
authorized  and  issued.  The  whole  line  was 
opened  in  1909,  the  length  being  186 
kilometres,  and  the  cost  Francs  41,000,000. 
A  proposal  was  made  in  1909  to  extend  the 
line  from  Kaifeng,  connecting  the  Tientsin- 
Pukow  Railway  up  to  the  sea,  but  so  far  not 
much  has  come  out  of  it. 

Shantung  Railway. 

The  circumstances  under  which  Kiaochow, 
in  the  Shantung  province,  was  obtained  by 
the  Germans  are  well  known,  and  it  is  beyond 
my  province  to  refer  to  them.  In  any  case, 
Germany  obtained  a  right  with  regard  to 
railways  in  the  Shantung  province,  and  it  was 
provided  that  German  engineers  shall  have 
the  preferential  right  to  construct  all  railways 
which  China  wished  to  have  in  Shantung. 
The  Germans  naturally  wished  to  have  as  much 
of  railway  communication  as  possible  in 
Shantung  province,  so  that  they  might  be  able 
to  tap  the  rich  agricultural  produce.  A 
company  was  formed  with  a  capital  of  Mks. 
54,000,000,  and  in  1899  the  first  work  on 
railways  in  Shantung  was  commenced.  In 
1901  the  section  between  Tsingtau  to  Kiaochow — 
a  distance  of  about  72  kilometres — was  opened 
to  traffic,  and  the  section  between  Kiaochow  to 
Tsinanfu — a  distance  of  about  453  kilometres 
— was  completed  in  1904.  The  cost  of  the 
construction  was  about  Francs  66,138,000 
and  the  management  is  practically  in  the  hands 
of  the  Germans;  and  it  is  the  one  railway 
in  which  China  has  ever  consented  to  a 
maximum   amount  of  control  by  the  foreigner. 
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Peking   Syndicate  Railway. 

The  Peking  Syndicate  was  formed  in  1897; 
in  1898  this  Company  became  practically 
British  and  was  authorized  to  exploit  the 
coal  and  iron  mines  in  the  provinces  of 
Shansi  and  Honan.  The  Peking  Syndicate 
had,  according  to  the  contract  with  the 
Chinese  Government,  the  right  to  construct 
railways  in  order  to  facilitate  the  transport 
of      the       products      of       its      mines.  The 

Syndicate  naturally  wished  to  have  a  railway 
line  from  Taokow,  situated  on  the  river  Wei, 
up  to  Tsechow.  This  work,  as  in  other 
instances,  was  delayed  by  the  Boxer  rebellion, 
but  it  was  commenced  again  in  1902.  Starting 
from  Taokow  the  line  passed  through 
Weihai  and  connected  with  the  Peking-Hankow 
Railway  near  Pashan,  and  was  continued  up  to 
Chinhuachen — the  rest  of  the  line  up  to  Tsechow 
remaining  still  unfinished.  The  line  was 
opened  to  traffic  in  1905 — a  distance  of 
about  90^  miles.  In  1905  the  Government 
signed  a  contract  with  the  Peking  Syndicate 
by  which  a  loan  of  £700,000  was  raised,  and 
the  railway  bought  back.  The  loan  was  named 
the  Chinese  Imperial  Government  Honan 
Railway  Loan  of  1905.  The  control  is  still 
in  the  hands  of  the  Peking  Syndicate  and 
will  remain  in  its  hands  until  the  loan  is  repaid. 
The  continuation  of  the  line  to  Tsechow  has  been 
provided  for  in  the  agreement  of  1905. 

Canton-Kowloon   Railway. 

The  British  and  Chinese  Corporation  not 
only  acted  in  the  Yangtsze  Valley,  but  also 
in  the  south.  In  1898  it  obtained  the  concession 
to  connect  Canton  with  Kowloon.  On  the 
British  section  work  was  commenced    in    1905; 
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it  cost  about  $12,370,000  to  build.  For 
constructing  the  Chinese  section,  the  Government 
guaranteed  a  loan  of  £1,500,000,  which  was 
issued  in  London  in  the  same  year.  The 
Chinese  section  was  finished  in  1911,  and 
through  running  was  established  at  the  end 
of  thp  same  year. 

Besides  the  French  railways,  there  are 
only  two  other  railways  in  the  south.  One 
is  the  Canton-Samshui  line,  to  which  I  have 
already  made  reference  in  connexion  with  the 
Canton-Hankow  line;  and  the  other  is  the 
Macao-Fatshan  line,  which  is  still  in  the  air, 
although  the  concession  was  granted  in  1904. 

Shanghai-Nanking  Eailway. 

The  Shanghai-Nanking  Railway  has  a  very 
interesting  history.  When  the  Belgians  obtained 
the  concession  for  the  Peking-Hankow  Eailway, 
in  spite  of  the  fact  that  the  British  were  accorded 
rights  in  the  Yangtsze  Valley,  the  Chinese 
made  reparation  by  promising  to  give  the  latter 
the  concession  of  the  line  from  Shanghai  to 
Nanking.  But  a  definite  agreement  was  only 
reached  in  1903.  Sheng  Kung-pao  was  still 
Director  General  of  Railways.  It  was  arranged 
to  issue  a  loan  for  £3,250,000  on  guarantees  similar 
to  those  of  the  loan  of  the  Imperial  Railways 
of  North  China  in  1899 ;  it  was  also  understood 
that  the  Shanghai- Woo  sung  line  should  be 
bought  back  and   added  to  this  system. 

In  this  connexion  a  few  details  as  regards 
the  progress  of  the  Shanghai-Woosung  Railway 
are  necessary.  I  left  it  at  a  point  when  the 
Chinese  tore  all  the  rails,  and  dumped  the 
locomotives,  carriages,  and  everything  else  into 
Formosa.  In  1897  the  Chinese,  under  the 
direction  of  Sheng  Kung-pao,  recommenced 
the  line,  and  Mr.  Hildebrand,  a  German  engineer, 
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who  has  since  been  engineer  of  the  Shantung  line, 
as  also  the  northern  section  of  the  Tientsin- 
Pukow  Railway,  was  appointed  engineer.  In 
1898  the  line  was  again  opened  to  traffic. 
The  company  was  purely  Chinese,  and  when 
the  Shanghai  Nanking  Railway  concession 
was  given,  the  Company  was  sold  for  Tls. 
1,000,000.  The  effective  transfer  of  this  line 
to  the  British  and  Chinese  Corporation,  who 
had  the  concession  of  the  Shanghai-Nanking 
line,    took  place  in   October,    1904. 

In  1904  the  first  issue  of  £2,250,000 
for  the  construction  of  the  Shanghai- 
Nanking  line  was  made.  In  1905  the 
first  12  miles  from  Shanghai  to  Naziang 
was       finished.  In       1906      Soochow       and 

Wusieh  were  connected;  and  Nanking  was 
reached  in  1908.  By  this  time  the  total  sum 
issued  was  only  £2,900,000.  Although  the 
British  and  Chinese  Corporation  had  the 
controlling  interest  in  the  line,  the  management 
was  in  the  hands  of  five  Commissioners, 
the  Director-General  being  appointed  by  the 
Chinese  Government.  The  line  has  so  far  failed 
to  pay;  but  it  is  the  most  efficient  of  all  the 
railways  in  China.  It  is  also  improving  in 
every  respect,  and  it  is  expected  to  pay  at 
an   early  date. 

Yunnan  Railway. 

French  railway  enterprise  in  the  south 
was  only  seriously  thought  of  in  1898,  when 
the  construction  of  a  comprehensive  system 
of  railways  in  Indo-China  was  mooted;  at 
the  same  time  the  intention  of  the  French  Colonial 
Government  was  to  secure  rights  for  connecting 
the  Colony  with  south  China.  In  1898  China 
leased  Kwangchauwan  to  France  as  a  polling 
station,    and    granted   the    right    to    construct  a 
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railway  from  Yunnanfu  to  Tonkin,  besides 
other  concessions.  This  arrangement  was  only- 
signed  in  1903.  According  to  a  law  passed  by 
the  Chamber  of  Deputies,  provision  was  made 
for  a  railway  from  Haiphong  to  Lokai,  on  the 
frontier  of  Indo-China,  the  line  proceeding 
thence  to  be  connected  with  Yunnanfu. 
For  the  financing  of  this  railway  a  consortium 
of  banks,  including  the  Banque  de  I'lndo- 
Chine,  undertook  to  raise  a  loan  of  Francs 
76,000,000,  guaranteed  by  the  Government. 
The  cost  of  the  line  was  estimated  at  Francs 
101,000,000,  and  as  the  capital  of  the  French 
consortium  was  Francs  12,500,000,  a  further 
sum  of  Francs  12,500,000  was  given,  in  the 
form  of  a  subvention,  by  the  government  of 
Indo-China.  The  line  started  from  Haiphong, 
and,  passing  through  Sinsing,  stopped  at 
Yunnanfu.  The  route  was  changed  in  1904 
owing  to  engineering  difficulties;  and  it  was 
also  necessary  to  increase  the  amount  needed 
for  the  construction  of  the  line  to  Francs 
165,000,000.      The  work  was  finished  in  1910. 

Taiyuanfu-Changtefu  Railway. 

The  Shansi  line  is  one  of  the  results 
of  Russo-Belgian  co-operation.  An  engineer 
appointed  by  the  Russian  Bank  reported 
favourably  on  the  project  of  a  line  to  connect 
the  Peking-Hankow  Railway  with  the  Shansi 
province.  An  Imperial  Edict  was  issued  in 
1897-1898  authorizing  the  provincial  government 
to  grant  a  concession  for  the  construction  of 
a  line  between  Taiyuanfu,  the  capital  of 
Shansi,  and  Changtefu,  on  the  Peking-Hankow 
line.  A  consortium  was  formed,  the  membership 
of  which  comprised  some  of  the  most  powerful 
engineering  works  of  France.  In  1902  a  contract 
between  the  representative   of  the   Russo-Chinese 

440 


COMMUNICATIONS 

Bank  at  Shanghai  and  the  Government,  for  a 
loan  of  Francs  40,000,000  was  signed.  The 
cost  of  the  line  was  estimated  at  about 
Francs  48,000,000,  and  as  the  loan  realized 
only  Francs  36,000,000  the  Government  was  to 
have  invested  Francs  12,000,000.  The  line 
started,  not  at  Changtefu,  as  proposed,  but  at 
Chukiachiang,  about  20  miles  south  of  Changtefu, 
on  the  Peking-Hankow  line.  The  construction 
proved  very  difficult  on  account  of  the  loess 
formation  on  the  route,  and  the  distance  of  243 
kilometres  was  completed  in  three  years.  The 
line  proved  profitable,  and  it  was  thought  that  the 
Government  would  extend  the  line  to 
Taiyuanfu,   the  capital  of  Shansi. 

Sunning   Railway. 

The  Sunning  Railway  is  a  purely  Chinese 
line,  the  whole  of  the  capital  being  supplied  by 
Chinese.  A  Chinese,  who  had  grown  wealthy 
in  San  Francisco,  formed  a  company  called 
the  Sunning  Railway  Company,  with  a  capital 
of  $4,000,000,  for  the  construction  of  a  line 
about  50  kilometres  long  starting  from  Kwongyik 
up  to  Kiunglow.  The  Company  also  obtained 
government  authorization  to  extend  the  line  to 
Kongmoon.  The  actual  amount  of  the  capital 
subscribed  was  only  $2,260,000.  The  first 
section  Kwongyik  to  Sunning — about  15  miles 
— was  opened  in  1908;  in  1909,  25  miles  of 
the   proposed  line  were  opened. 

Projects. 

So  far  I  have  dealt  with  the  existing  lines 
and  some  of  the  concessions  granted  before 
1910.  There  are  a  good  number  of  new 
concessions;  and,  especially  after  the  formation 
of  the  Republic,  some  very  important  concessions 
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have  been  given.  The  French  obtained  in  1898 
the  right  to  construct  a  line  from  Pakhoi  up 
to  a  station  on  the  Sikiang;  in  1899  another 
concession  was  given  to  them  to  connect 
Kwangchauwan  with  a  port  on  the  opposite  side 
of  Luchow.  In  1909  Pauling  &  Co.  obtained 
the  authorization  of  the  provincial  government, 
of  Kwangsi  to  survey  a  line  200  kilometres 
in  length,  starting  from  Kweilin  to  Tsuinchow. 
The  line  was  intended  to  connect  the  basins 
of  the  Yangtsze  and  the  Sikiang,  following 
the  ancient  trade  route.  The  Belgians  obtained 
in  1912  a  concession  for  the  construction  of  a 
line  from  Honanfu  to  Sianfu,  with  branches 
to  Lanchow  and  Haichow — the  sum  mentioned 
in  the  contract  being  £10,000,000.  The 
Chinese  had  already  constructed  about  30  miles 
of  the  line,  and  the  British  firm  of 
Griffiths,  Beddoes  and  Bray  had  supplied  the 
materials  for  the  construction  of  this  small 
section.  There  was  a  certain  amount  of 
diflBculty  in  adjusting  the  rights  of  the  British, 
the  Chinese,  and  the  Belgian  Groups,  and 
finally  the  Belgians  paid  about  £1,000,000  as 
the  purchase  price  of  the  existing  line. 

The  Hsinmintun-Fakumen  and  the  Chinchow 
— Aigun  Railways  have  very  interesting 
histories.  I  have  already  detailed  the  history 
of  the  negotiations,  but  so  far  nothing  has. 
come  out  of  them. 

The  year  1913  is  very  notable,  especially 
with  regard  to  railway  activity;  the  several 
projects  during  this  year  constitute  almost 
a  record.  It  is  useless  to  refer  in  detail  to 
Dr.  Sun  Yat-sen's  schemes :  his  schemes  were 
neither  practicable,  nor,  as  later  events  proved, 
was  it  his  intention  to  go  on  with  the  development 
of  railways.  The  Belgian  Company  obtained 
a  contract  for  the  construction  of  the  Tatung- 
Chengtu    Railway,    and   as  the  French   railways 
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from  Yunnanfu  to  Chengtu  was  projected, 
it  was  intended  that,  with  the  construction 
of  the  Hukwang  Eailway,  should  be  through 
communication  between  Indo  China  and 
Kalgan.  The  amount  of  the  loan  was 
£10,000,000.  Messrs.  Pauling  &  Co.  concluded 
a  contract  for  the  construction  of  a  line  to 
connect  Shasi  in  Hupeh,  with  Siangyefu 
in  Kweichow,  via  Changteh  in  Hunan,  and 
Kweiyang.  A  branch  line  will  connect 
Changteh  with  Shansi,  and  the  line  will  be 
about  800  miles  long.  Towards  the  end 
of  1913  the  German  Group  concluded  an 
arrangement  with  the  Chinese  Government  for 
the  construction  of  two  lines :  one  from  Kaomi 
on  the  Shantung  Railway,  via  Ichowfu,  to 
Hanchuang,  where  the  line  will  meet  the 
Tientsin-Pukow  Eailway  and  the  Grand  Canal ; 
another  line  to  connect  the  Tientsin-Pukow 
and  the  Peking-Hankow  Railways  between 
Tsinanfu  and  Shuntehfu.  The  estimated 
capital  for  both  the  lines  is  £3,500,000.  In 
1914  the  project  was  changed.  The  first  line 
was  to  be  built  from  Kaomi  to  Hsuchowfu, 
and  not  to  Hankchuang,  as  originally  proposed ; 
from  Hsuchowfu  this  line  will  form  a  junction 
with  the  Tientsin-Pukow  Railway  and  the 
Belgian  Railways.  The  second  line  will  be 
built  from  a  point  on  the  Tientsin-Pukow 
Railway,  west  of  the  Yellow  River  near 
Tsinanfu,  to  a  point  on  the  Peking-Hankow 
Railway,  either  at  Fanlochuan  or  at  Takow, 
the  terminus  of  the  Peking  Syndicate  Railway. 
It  was  also  arranged  that,  in  the  case  of  any 
extension  westward  of  the  Peking-Hankow 
Railway,  the  German  capitalists  will  be  given 
the  preference;  and  that,  if  the  amount  of 
capital  proposed  is  insufficient  to  construct  both 
lines,  the  line  from  Kaomi  to  Hsuchowfu 
would  be  first  built.      Another  great  undertaking 
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which  was  decided  upon  in  1913  is  the  line 
from  Yamchow,  near  Pakoi,  via  Nanning  and 
Singyefu,  to  Yunnanfu,  and  thence  vi&,  Weining 
to  Chungking — a  distance  of  about  1,000 
miles.  This  line  is  to  be  constructed  under  French 
auspices,  the  Banque  Industrielle  de  Chine 
having  signed  a  contract  for  Francs  150,000,000, 
of  which  only  £3,000,000,  was  at  first  issued. 
Early  in  1914  another  very  important  concession 
was  also  granted  to  the  British  and  Chinese 
Corporation — a  line  connecting  Nanking  with 
Changsha,  tapping  one  of  the  most  fertile 
territories  in  this  country.  The  Japanese  also 
were  active,  and  obtained  the  concession  for 
a  line  from  Shihpingkai  to  Taonanfu,  besides 
promises  of  others,  intended  to  form  a  network 
of  railways  in  Manchuria. 

During  the  year  1913  the  Peking-Kalgan 
line  was  extended  to  Yanghouhsien,  about 
201  miles  from  Peking;  and  it  is  intended 
to  start  work  on  the  next  section  when  funds 
are  available. 

Besides  the  existing  and  the  projected  lines 
mentioned  above,  there  are  a  number  of  small 
railways  built  purely  under  Chinese  auspices — 
in  a  few  cases  with  the  aid  of  foreign  engineers. 
They  are  not,  as  a  rule,  prosperous;  but  in 
a  survey  of  railways  in  China  it  is  as  well  to 
mention  them.  The  most  important  of  these 
are  the  Nanking  City  Eailway,  the  length  of  which 
is  about  7  miles,  connecting  with  the  Shanghai- 
Nanking  Railway  outside  Nanking  city;  the 
cost  of  construction  was  about  Tls.  490,000. 
The  Tsitsihar  light  railway  was  begun  in  1907, 
connecting  with  the  Chinese  Eastern  Railway 
at  Angangki.  The  length  of  the  line  is  about 
17  miles,  and  the  cost  of  construction  about 
Tls.  250,000.  The  Lotung,  or  the  Tungkua- 
Honanfu  Railway  was  intended  to  be  an 
extehsion     westward     of      the      Kaifeng-Honan 
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Railway.  The      roadbed      was      laid      from 

Honanfu    for    a    distance    of    about     40     miles, 
but      beyond      that      very      little       else      has 
been       done.         The       Kiangsu       Railway      is 
intended  to   connect   Kiukiang   with   Nanchang, 
but    so    far   it   is    running   for    only     35     miles 
—from    Kiukiang    to    Tienhsien.        The    capital 
expended   so  far  is  purely  Chinese,   and  further 
extension  of   the   line    has  been  at  a  standstill. 
The    Anhui    Railway    was    intended    to    connect 
Wuhu    with    Kuangtechow.        The    construction 
v/as  begun    in    1906,    with    a    capital    of    about 
Tls.      900,000      subscribed     by      Chinese.        No 
portion   of   the    line    has   yet    been     opened     to 
traffic.         There    are    many    other    projects    for 
railways,      which     it      is     unnecessary      to     go 
into    in     detail.        I     may     mention     just     the 
Tungyueh-Bhamo  line  which    has   been    on    the 
tapis    for    some    time;    but    so    far     very     little 
has  been   done.  * 

Summary. 

The  history  of  railway  construction  in 
China  can  be  divided  conveniently  into  four 
periods.  The  first  period,  1863-1894,  is  one  in 
which  the  foreigners  made  the  utmost  efforts 
to  induce  the  Chinese  to  build  railways. 
Very  little  progress  was  made,  and  although 
some  lines  were  constructed  with  foreign 
engineers,  the  control  was  entirely  in  Chinese 
hands.  No  concessions  were  granted,  although 
several  attempts  were  made  to  obtain 
themi.  No  funds  were  borrowed  for  this 
purpose,  as  the  Chinese  did  not  want  to  be 
under  obligations  to  foreign  bondholders. 
Naturally,  the  progress  made  was  extremely 
small. 

■*  Information  about  railways  in  China  in  further  detail  may  ba 
obtained  in  Mr.  Kent's  "  Railways  in  China  "  and  "  Les  Chemins 
de  Fer  de  Chine  "  by  Edouard  de  Laboulaye. 
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The  second  period  is  just  after  the 
Chino-Japanese  War,  when  the  prestige  of 
China  was  utterly  shattered.  There  was  an 
abornmal  hunt  for  concessions  during  this 
period;  the  government  of  the  country  was 
altogether  corrupt;  and  concessions  were  freely 
granted,  not  with  a  view  to  improving 
communications,  but  mainly  because  such 
granting  filled  the  pockets  of  the  ofiicials. 
Excepting  the  Peking-Hankow  line  and  the 
Northern  Railways,  little  else  was  done  during 
this  period — as  most  of  the  concessionaires 
were  men  of  straw,  and  their  object  in 
obtaining  the  concessions  was  only  to  make 
money  out  of  them  indirectly.  There  were 
very  many  great  scandals  in  connexion  with 
these   concessions   during  this  period. 

After  the  Russo-Japanese  War  up  to 
1910  several  railways  were  completed;  and 
the  Powers  backed  the  concessionaires,  who 
were  more  or  less  responsible  people.  Although 
there  was  a  good  deal  of  rivalry,  there  was 
a  sort  of  tacit  understanding  that  the  control 
of  the  railways  should  be  in  hands  of 
the  lenders.  With  the  progress  of  time  the 
Chinese  certainly  obtained  far  more  control 
over  the  working  than  at  an  earlier  period, 
but  at  the  close  of  this  period  the  rivalry  among 
the  Powers  ceased  with  the  formation  of  the 
Group;  while  the  control  was  retained 
in  the  hands  of  the  Powers,  care  was  taken 
t;hat  the  sovereign  rights  of  China  were  not 
infringed.  During  this  period  also  several 
local  attempts  were  made  to  construct  and 
work  railways,  but  practically  all  of  them 
were  failures,  except  the  Peking  Kalgan 
Railway,   which  was  a   Government  railway. 

The  Revolution  brought  about  a  complete 
-change  in  the  attitude  of  both  the  foreign 
Powers  and  China.       The   failure    of   so    many 
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local  attempts  to  construct  railways  and 
the  peculations  that  were  consequent  upon 
Chinese  management  practically  put  an  end 
to  all  attempts  on  the  part  of  Chinese  to 
build  and  control  railways.  On  the  other 
hand,  the  Powers  were  more  moderate 
in  their  demands,  and  the  construction  of 
railways  became  more  an  industrial  than  a 
political  question.  A  number  of  very  important 
concessions  were  given  from  1912  up  to  date, 
and  in  every  case  the  guarantee  was  the  line 
itself.  The  profits  on  the  working  of  the 
railway,  when  completed,  were  first  to  go  towards 
payment  of  the  debt,  and  the  Chinese  were 
to  have  a  much  greater  voice  in  the 
administration  than  they  would  have  had 
under  the  old  conditions. 

It  is  noteworthy  that  much  greater  effort  has 
been  expended  towards  building  lines  north 
of  the  Yangtsze  than  in  the  south.  No  doubt, 
Manchuria  has  absorbed  a  good  deal  of  the 
total  mileage ;  at  the  same  time  the  lines  running 
to  the  capital  also  form  a  large  total. 


APPENDIX  A 


FOREIGN    LOANS    TO    CHINA. 


Loans  and  Date  o 

■g 

Issued  Principal      p^ 

Tls. 

Loan  "B,"  1886...        740,340     7 

7%    Silver    Loan,  10,900,000     7 
1894  with  H.  & 
S.  B.  C £ 

H.&S.  B.C.  Loan,    3,000,000     6 
1895 

Cassel  Loan,  1895     1,000,000     6 


Amhold,  Karberg     1,000,000     6 
&  Co.,  Nanking 
Loan,  1895     ... 

Franco -Russian  15,820,000     4 
Frs.  400,000,000 
Loan,  1895   \ ... 


Anglo -German  16,000,000    5 
Gold  Loan,  1896 


Anglo -German  16,000,000     4i 
Gold  Loan,  1898 


Rate  of 

Payment 

per  annum 

Tls. 

46,750 

1,090,000 

£ 
200,000 


Charge  1913 

and 

succeeding 

years 

Tls. 


13 


66,700 
66,600 
66,700 

66,700 
66,600 
66,700 

397,250 


76,300 
1,156,300 
£ 

224,000 
212,000 

78,700 
74,598 
70,702 

76,699 
72,600 
70,702 


13 

14 

13 
14 

13 

14 
15 

13 

14 
15 


U    0    <0 

Tls. 
197,955 
1,090,000 

£ 
200,000 

133,300 


Ma 

i  I 


1917 
1914 

1914 
1915^ 


133,300     191& 


836,670  13  10,583,252     1923 

until  1923  in 

which  year 

should  be  paid 

£829,839 

364,425  13      957,832  1311,686,925     1932 
957,404  14 
956,893  15 
until  1932,  in 
which  year 
should  be  paid 
£966,946 

213,400  13     830,427  1313,605,000    194a 

830,208  14 

829,996  15 

etc.,untill943, 

in  which  year 

should  be  pEkid 

£835,243 


Currency  Loan, 
1911  £10,000,- 
000  a       ...     ^ 


400,000     5 


a.  The  amount  paid,  £400,000,  is  an  advance  for  Manchnriaa 
development.  This  loan  may  not  be  issued  at  all,  although  there  is  an 
option  for  a  little  while  more. 
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Loans  and  Date 

Issued  Principal 

■Crisp  Loan,  1912,    6,000,000 J  5 
£10,000,000    ... 

BelgiauLoan,1912     1,260,000c  6 
£10,000,000    ... 

Y. 

Yokohama  Specie  10,000,000    5 
Bank  Loan,  1 9 1 1 

£ 

210,000     6 

48,000     5 
600,000     5 


Charge  1913 

«H 

Rate  of 

and 

O 
1 

Payment 

succeeding 

1 

per  annum 

years 

Shanghai  -  Taikou 
Submarine  Ca- 
ble Loan,   1900 

Chefoo-TaikouAd- 
ditional  Cable 
Loan,  1901      ... 

Telegraph  Reor- 
ganization Loan 
with  E.  E.  Co. 
1911 

Skoda  Loan  with       750,000     6 
Amhold,     Kar- 
berg  &  Co.  1911 

Mks. 

Carlowitz     Loan,     6,000,000     7 
1912  (Kmpp)... 

£ 

Peking  Syndicate       400,000    — 
Loan,  1912      ... 

Due  for  Warships       900,000    — 
1911  and  1912... 

Reorganization  25,000,000     ii 
Loan  of  1913 ... 

RAILWAY  LOANS  £ 

North  China  Rail-    2,300,000    5 
ways  1899      ... 


HO 

3  J« 

Sm     . 
AhOO 


-&1 
Mb 


Y. 

10,000,000 
£ 

1936 

— 

— 

210,000 

1930 

— 

— 

48,000 

1930 

— 

— 

500,000 

1930 

— 

— 

750,000 
Mks. 

1921 

6,000,000 
£ 

"^ 

— 

— 

400,000 

— 

— 

— 

900.000 

— 

— 

— 

25,000,000 

— 

£ 

£ 

67,600 

149,500  '13 

146,626  '14 

143,750  '16 

etc.,  untU  1944, 

in  which  year 

£60,376 
should  be  paid 

1,782,500 

1944 

h.    Only  £5,000,000  of  this  loan  was  issued. 
c.    This  amount  of  £1,250,000  is  only  an  skdvance,  and  this  loan 
has  been  cancelled. 
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i 

Loans  and  Date  o 

Issued  Principal      pj 

Shanghai  -  Nuking     2,900,000     5 
Railway 


1904 


Loan, 
and   1907 


Canton  -  Hankow 
Railway  Loan 
by  H'kong  Gov- 
ernment 1906... 

Canton  -  Kowloon 
Railway  Loan 
1907 

Tientsin  -  Pukow 
Railway  Loan, 
1908   and   1909 

Anglo-Prench  Pe- 
kin-Hankow 
Railway  Rede- 
mption Loan, 
1908 

Tientsin  -  Pukow 
Railway  Loan 
1910,  Supple- 
mentary ...     _ 


Taiyuen  -  Ching- 
tingfn  Loan 
with  Rnsao-As- 
iatio  Bank  Fis. 
40,000.000       ... 

Kaifeng  -  Honan 
Railway  Loan, 
1904,  Belgian 
Ihs.    25,000,000 

Hnkwang  Rail- 
ways, Sinking 
Pund.GoldLoan 
1911 


Long-Tsing  TT-hai 
Railway,  Bel- 
gain,  1912, 
£10,000,000    ... 


1,100,000    4i 


1,500,000     5 


5,000,000     5 


5,000,000     5 


3,000,000     5 


1,582,000    5 


988,750    5 


6,000,000    4 


l,200,000i  5 


Rate  of 

Payment 

per  annum 

Payable  in 
full  on  9/7/ 
1953  unless 
Government 
exercises 
right  to  re- 
deem in  ac- 
cordance 
with  terms 
of  prospectus 


£46,500  '20 
and  from 
'21  to  '37 

85,500 
250,000 
from  1919 

250,000 
from  1919 


Charge  1913 

and 

succeeding 

years 


£240,000 
from  1921 

on  total 
authorized 

issue  of 
£4,800,000 


lis 

n  P  o 
PhOQ 


Mi 

1=1.5 


s 


145,000  '13   2,900,000     19S3 


126,860  '13 
120,900  '14 
115,950  '15 


330,000  1915 


75,000  '13  1,500,000  1937 


250,000  '13  6.000,000  1938 


250,000  '13  5,000,000  1938 


£150,000  on 
present  issue 
of  £3,000,000 


3,000,000 


—  1931 


£90,308  from 
1922  and  on- 
wards infixed 

amounts  as 
per  amortiza- 
tion schedule 


£150,000 
half-year 


6,000,000      — 


d.    Only  advance ;  balance  in  course  of  payment. 


451 


APPENDIX  A 


J  Charge  1913  ^S       -| 

^  Rate  of  and  't'tZ'      ^'^ 

Loans  and  Date  o-n  ^  j-  'fl^co^S 

^        Payment       succeeding         §J   .        gS 

Issued  PnuGipal      p^       per  annum  years  fi  O  fi       !«  & 

Taokaou-Ching-        795,800     5  —  —  795,800      — 

Kwaohan  Rail- 
way Loan,  1905 

Y.  Y. 

Kirin -Changchun    2,160,000     5  —  —  2,150,000      — 

Railway   Loan, 
Japanese,    1908 

£  £ 

S'hai-Hangchow-     1,500,000     5  £75,000         £75,000  '13    1,600,000      — 

NingpoRailway  from  1919 

Loan,  1908     ... 

Hsinmintun-Mu-    Y.320,000     5  —  —  Y.266,000     1927 

kden     Railway 
Loan,  1909     ... 

Pukow  -  Sinyang  £3,000,000     7  —  —  £3,000,000     1933 

Railway    Loan, 
1913 

PROVINCIAL  LOANS        Tls.  Tls. 

Viceroy  of  Liang-    3,000,000/  7  —  —  3,000,000      — 

kiangLoan,1910 

Chinese  Chamber       941,500     7  —  —  617,500      — 

of      Commerce 
Loan,  1911      ... 

Viceroy    of    Hu-        500,000     7  —  —  400,000      — 

kwang      Loan, 
1909 

Hupeh  Provincial    2,000.000/  7  —  —  2,000,000      — 

7%  Silver  Loan 

of  1911    

Kwaugtung      7%  $3,200,000/  7  —  —  $3,200,000      — 

Silver  Loan  of 

1911for$6,000,- 

OOOe Mks.  Mks. 

Nanking  Military    2,000,000     7  —  —  2,000,000      — 

Loan,  Carlowitz 

&  Co.  1912      ... 
MitsuiLoanB,1912Y2,300,000    —  —  —  Y2,300,000      — 

Tls.  700,000  Tls.  700,000 

$2,000,000  $2,000,000 

Okura&Co.Loan8.Y2,000,000    —  —  _  Y2,000,000       — 

1912 Mks.  Mks. 

Ministry  of  Fin-    4,200,000     7  —  —  4,200,000      — 

ance  Loan,  Car- 
lowitz* Co.  1912 

e.  Farther  payment  was  stopped  on  account  of  the  revolution. 

f.  This  loan  was  jointly  made  by  the  Hongkong  and  Shanghai 
Bank,  Deutsche- Asiatische  Bank  and  the  Bank  de  I'lndo-Chine. 
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Loans  and  Date 

Issued  Principal 

BOXER  INDEMNITIES 

P.  Tls.  @  3/. 


1901 


A  75,000,000 
B  60,000,000 
C  160,000,000 

D     60,000,000 

E  115.000,000 


Pi 


Rate  of 

Payment 

per  annnm 


Charge  1913 

and 

succeeding 

years 


g  en 

•y  43  CO 

M  fi  « 
PhOQ 


1,276,977 

1,167,095 

Amortization 
bepinsinl915 

Amortization 
begins  inl916 

Amortization 
begins  inl932 


3,829,500  '14  63,813,071 
3,469,800  '14  57,817,608 
6,000,000        150,000,000 

2,000,000  50,000,000 

4,600,000        115,000,000 


Indemnities  due  to  different  nation  :- 


^  g 


p  ID 


1940 
1940 
1940 

1940 

1940 


Russia    ... 
Germany 
France    ... 
Great  Britain 
Japan     ... 
ITnited  States 
Italy      ... 


Tls. 


130,371,120 
90,070,515 
70,878,240 
50,620,545 
34.793,100 
32,939,055 
26,617,005 


Belgium... 
Austria-Hungary 

Holland 

Spain      

Portugal 

Norway  &  Sweden 
Sundries 


Tls. 


8,484,345 

4,003,920 

782,100 

133.315 

92,250 

62,820 

149,840 
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TEADE   STATISTICS 

FOEEIGN    TRADE  OF    CHINA 

Imports  Exports  Total 

Hk.  Tls.  Hk.  Tls.  Hk.  Tls. 

1864  51,293,578  64,006,509  105,300,087 

1865  61,844,158  60,054,634  121,898,792 

1866  74,563,674  56,161,807  130,725,481 

1867  69,329,741  57,895,713  127,225,454 

1868  71,121,213  69,114,733  140,235,946 

1869  74,923,201  67,143,988  142,067,189 

1870  69,290,722  61,682,121  130,972,843 

1871  70,103,077  66,853,161  136,956,238 

1872  67,317,049  75,288,125  142,605,174 

1873  66,637,209  69,451,277  136,088,486 

1874  64,360,864  66,712,868  131,073,732 

1875  67,803,247  68,912,929  136,716,176 

1876  70,269,574  80,850,512  151,120,086 

1877  73,233,896  67,445,022  140,678,918 

1878  70,804,027  67,172,179  137,976,206 

1879  82,227,424  72,281,262  154,508,686 

1880  79,293,452  77,883,587  157,177,039 

1881  91,910,877  71,452,974  163,363,851 

1882  77,715,228  67,336,846  145,052,074 

1883  73,567,702  70,197,693  143,765,395 

1884  72,760,758  67,147,680  139,908,438 

1885  88,200,018  65,005,711  153,205,729 

1886  87,479,323  77,206,568  164,685,891 

1887  102,263,669  85,860,208  188,123,877 

1888  124,782,893  92,401,067  217,183,960 

1889  110,884,355  96,947,832  207,832,187 

1890  127,093,481  87,144,480  214,237,961 

1891  134,003,863  100,947,849  234,951,712 

1892  135,101,198  102,583,525  237,684,728 

1893  151,362,819  116,632,311  267,995,130 

1894  162,102,911  128,104,522  290,207,433 

1895  171,696,715  143,293,211  314,989,926 

1896  202,589,994  131,081,421  333,671,415 
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Impoitfi  Exports  Total 

Hk.  Tls.  Hk.  Tls.  Hk.  Tls. 

1897  202,828,625  163,501,358  366,329,983. 

1898  209,579,334  159,037,149  368,618,483. 

1899  264,748,456  195,784,832  460,533,288- 

1900  211,070,422  158,996,752  370,067,174 

1901  268,302,918  169,656,757  437,959,675 

1902  315,363,905  214,181,584  529,545,489 

1903  326,739,133  214,352,467  541,091,600 

1904  344,060,608  239,486,683  583,547,291 

1905  447,100,791  227,888,197  674,988,988. 

1906  410,270,082  236,456,739  646,726,821 

1907  416,401,369  264,380,697  680,782,066. 

1908  394,505,478  276,660,403  671,165,881 

1909  418,158,067  338,992,814  737,150,881 

1910  462,964,894  380,833,328  843,798,222 

1911  471,503,948  377,338,166  348,842,10^ 

1912  473,097,031  370,520,403  843,617,434 

1913  570,162,557'  403,305,546  973,468,103 
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IMPORTS  OF  COTTON  GOODS,  WOOLLEN   GOODS  AND  METALS 

Cottons                  Woollens  Metals 

Hk.  Tls.                  Hk.  Tls.  Hk.  Tie. 

1867  14,623,267  7,390,689  1,630,351 

1868  22,373,066  6,511,514  3,148,648 

1869  25,208,918  6,572,844  3,660,634 

1870  22,037,717  6,501,930  3,996,279 

1871  29,803,783  4,765,876  2,438,547 

1872  25,407,069  4,794,584  3,611,389 

1873  21,535,879  5,946,265  3,104,081 

1874  18,270,196  4,049,073  3,563,790 

1875  20,061,143  4,561,421  4,226,099 

1876  20,216,246  4,259,281  3,692,804 

1877  18,955,795  4,830,583  4,354,799 

1878  16,029,231  4,875,594  4,178,376 

1879  22,599,678  4,954,472  4,132,067 

1880  23,382,957  5,810,688  4,092,176 

1881  26,045,836  5,853,878  4,828,512 

1882  22,706,784  4,496,268  4,700,533 

1883  22,046,785  3,893,059  4,670,818 

1884  22,141,222  3,709,678  4,096,870 

1885  31,493,823  4,824,056  5,503,416 

1886  29,114,622  5,639,071  5,298,220 

1887  37,047,931  5,424,561  5,797,367 

1888  44,437,525  5,097,605  6,887,123 

1889  36,135,596  3,975,476  6,728,394 

1890  45,020,302  3,642,782  6,872,084 

1891  53,290,200  4,695,256  7,254,448 

1892  52,707,432  4,794,230  7,130,866 

1893  45,137,970  4,587,006  7,198,422 

1894  52,105,448  3,540,195  7,526,651 

1895  53,074,164  3,723,246  7,189,409 

1896  79,243,431  5,363,143.  9,759,134 

1897  78,663,280  4,838,105  8,146,608 

1898  77,618,824  3,190,169  9,787,077 

1899  103,465,048  4,175,642  9,208,207 

1900  75,606,360  3,422,645  9,178,452 

1901  99,651,999  4,727,371  10,428,662 

1902  127,546,309  3,164,153  10,574,928 

1903  128,620,004  3,966,898  15,316,323 

1904  124,083,305  4,161,319  21,234,775 

1905  181,462,963  4,240,751  45,428,998 

1906  157,727,845  4,382,958  17,289,855 
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Cottons 
Hk.  Tls, 

1907  118,915,923 

1908  110,898,379 

1909  137,291,430 

1910  130,679,239 

1911  143,802,025 

1912  144,088,874 

1913  182,419,023 


Woollens 

Metals 

Hk.  Tls. 

Hk.  Tls. 

4,345,001 

19,942,285 

4,339,760 

22,174,139 

3,309,525 

16,974,046 

4,116,755 

22,289,903 

4,297,145 

21,211,618 

3,887,322 

18,242,386 

4,879,281 

29,156,086 
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TEA   EXPORTS 


Black  Tea  Green  Tea  Total 

Piculs  Piouls  Piouls 

1866  1,192,138 

1867  1,330,974 

1868  1,475,210 

1869  1,214,631  230,945  1,528,149 

1870  1,087,121  227,481  1,380,998 

1871  1,362,634  232,617  1,679,643 

1872  1,420,170  256,464  1,774,663 

1873  1,274,232  2^5,413  1,617,763 

1874  1,444,249  212,834  1,735,379 

1875  1,438,611  210,282  1,818,387 

1876  1,415,349  189,714  1,762,887 

1877  1,552,450  197,410  1,909,088 

1878  1,517,617  172,826  1,898,956 

1879  1,523,419  183,234  1,987,463 

1880  1,661,325  188,623  2,097,118 

1881  1,636,724  238,064  2,137,472 

1882  1,611,917  178,839  2,017,151 

1883  1,571,092  191,116  1,987,324 

1884  1,564,450  202,556  2,016,218 

1885  1,618,397  214,693  2,128,751 

1886  1,654,053  192,931  2,217,295 

1887  1,629,805  184,682  2,096,097 

1888  1,542,200  209,377  2,167,552 

1889  1,356,518  192,324  1,877,331 

1890  1,150,678  199,504  1,665,396 

1891  1,203,473  206,762  1,750,034 

1892  1,101,229  188,440  1,622,681 

1893  1,190,206  236,237  1,820,831 

1894  1,217,215  233,465  1,862,312 

1895  1,123,952  244,202  1,865,680 

1896  912,417  216,999  1,712,841 

1897  764,915  201,168  1,532,158 

1898  847,133  185,306  1,538,600 

1899  935,578  213,798  1,630,795 

1900  863,374  200,425  1,384,324 

1901  665,499  189,430  1,157,993 

1902  687,288  253,757  1,519,211 

1903  749,116  301,620  1,677,530 

1904  749,002  241,146  1,451,249 

1905  597,045  242,128  1,369,298 
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1906  

1907  

1908  

1909  

1910  

1911  

1912  

1913  547,708  277,343        1,442,109 


Black  Tea 

Green  Tea 

Total 

PicnlB 

Piouls 

Piouls 

600,907 

206,925 

1,404,128 

708,273 

264,802 

1,610,125 

685,408 

284,085 

1,576,136 

619,632 

281,679 

1,498,443 

633,525 

296,083 

1,560,800 

734,180 

299,237 

1,462,803 

648,544 

310,157 

1,481,700 
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SILK  BXPOBTS  IN  PICULS  FROM  1867 — 1885 


Coarse 

Co- 

Piece 

Manufac- 
tured 

Raw 

Refuse 

and 

Wild. 

coons. 

Goods. 

Goods  Tin- 
classed. 

1867      .. 

39,627 

2,632 

5,363 

573 

4,008 

382 

1868      .. 

....  50,800 

4,801 

6,546 

1,783 

3,568 

361 

1869      .. 

....  43,790 

3,287 

4,693 

1,484 

3,383 

406 

1870      .. 

....  45,823 

4,880 

3,344 

1,845 

3,732 

326 

1871     .. 

....  55,863 

7,404 

3,665 

1,935 

4,489 

535 

1872      .. 

....  63,192 

7,669 

2,148 

2,357 

5,301 

352 

1873      .. 

....  54,002 

8,745 

7,289 

2,707 

5,149 

648 

1874      .. 

68,350 

8,749 

6,399 

1,685 

5,777 

614 

1875      .. 

....  74,183 

8,583 

5,731 

3,070 

6,467 

530 

1876      .. 

....  76,291 

10,331 

3,094 

3,198 

5,888 

470 

1877      .. 

....  56,285 

8,586 

3,029 

2,355 

6,460 

512 

1878      .. 

....  63,143 

11,469 

4,200 

2,203 

7,439 

690 

1879     .. 

....  75,828 

13,794 

4,716 

3,889 

6,919 

684 

1880      .. 

....  78,100 

18,861 

4,101 

4,557 

8,390 

710 

1881      .. 

....  60,483 

27,817 

5,199 

4,551 

7,187 

493 

1882      .. 

....  60,419 

28,657 

4,089 

3,847 

6,598 

2,701 

1883     .. 

....  59,142 

28,497 

5,836 

2,662 

7,731 

3,286 

1884      .. 

....  61,139 

35,001 

6,651 

2,618 

8,807 

2,214 

1885      .. 

....  50,113 

30,906 

7,871 

1,341  10,279 

631 

460 


APPENDIX  B 

SILK  EXPORTS  IN  PICULS  FROM  1886 1913 

1886  56,682  7,758  12,554    5,387  50,318 

1887  59,589  7,104  12,041    10,980  59,745 

1888  54,703  8,938  13,128    8,853  53,825 

1889  65,516  9,263  17,827    14,167  59,455 

1890  50,599  9,774  19,979    10,537  55,111 

1891  74,489  10,459  17,043    10,119  60,703 

1892  75,722  9,032  16,433    6,539  55,890 

1893  68,051  12,345  13,758    9,635  57,614 

1894  68,926  9,934  16,241  4,344  9,631  66,475 

1895  56,258  11,365  15,942  27,056  24,060  56,744 

1896  38,223  6,775  16,370  27,041  17,845  44,937 

1897  48,468  7,610  19,046  41,485  10,959  58,350 

1898 43,536  7,746  16,489  41,050  9,058  71,339 

1899  32,738  14,145  24,629  49,434  12,656    

1900  42,393  11,267  18,867  35,277  9,148    

1901 22,204  13,669  20,499  49,937  8,585    

1902  29,187  12,536  19,179  50,557  13,346    

1903  12,703  9,375  22,127  43,979  19,430    

1904  21,260  10,374  33,527  47,287  11,015    

1905  15,413  10,718  25,584  45,347  14,207    

1906  13,628  11,886  25,555  45,821  11,608    

1907  13,828  13,465  23,896  50,296  14,263    

1908  16,580  13,810  34,148  49,206  13,394    

1909  11,956  13,564  34,011  51,674  18,943    

1910  ...  10,842  15,876  29,042  63,969  18,050    

1911  11,869  13,488  33,831  55,416  20,925    

1912  20,876  19,414  36,161  59,157  22,897    

1913  11,617  17,633  29,662  69,541  25,469    
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SILK  EXPORTS  IN  PicuLS  FROM  1886 — 1913. — (Continued) 

Hanufac- 
Pieoe  Shantung      tured      Cocoon  „    -r-oi^      Waste      Waste 
Goods.  Pongees.  Gooda  Tin- Refuse.  "®""®®^*°-      SUk,        Yam. 
classed. 

1886     10,253        2,240  846         

1887     11,973        2,210        1,221         

1888     14,181        1,854        3,785         

1889     12,779        1,901        1,877         

1890     9,857        1,281        1,238         

1891      11,885        1,280        1,583         

1892     13,111        2,751        1,750         

1893     14,611        2,523        3,949         

1894     16,363       2,718        1,633         

1895     20,501        2,621        5,545         

1896  ......  18,260       2,590        5,432         

1897     18,438        1,963  1,887         9,186 

1898     17,537        1,782  1,934         9,526 

1899     9,221        17,452 

1900     9,643         9,519 

1901     11,710        15,903 

1902     11,962        15,146 

1903     16,879         6,638 

1904      14,719        12,964 

1905     20,806         8,857 

1906     16,970        13,596 

1907     22,104        14,728 

1908     28,413        15,346 

1909      17,373        18,579 

1910     37,841        19,497 

1911     38,240        15,321 

1912     36,226        22,430 

1913     26,049        20,553 


87,993 

— 

58,312 

86 

60,044 

12 

72,436 

23 

79,882 

207 

66,781 

161 

87,114 

53 

74,182 

42 

107,749 

110 

83,246 

543 

83,796 

157 

110,238 

28 

117,937 

144 

103,113 

522 

116,372 

488 
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MOVEMENT  OF  TREASURE  FROM  1892 — 1913 

Imports.  Export. 

1892  10,672,533  23,395,775 

1893  20,455,955  18,138,525 

1894  36,448,043  23,466,730 

1895  47,245,768  18,201,859 

1896  18,605,550  24,814,939 

1897  21,617,060  28,233,638 

1898  32,375,112  34,967,275 

1899  25,494,561  31,677,883 

1900  45,380,357  28,705,060 

1901  15,275,369  28,005,396 

1902  18,649,102  41,885,631 

1903  27,458,295  32,946,024 

1904  34,119,801  38,672,972 

1905  42,918,969  42,675,455 

1906  26,434,082  41,185,788 

1907  15,469,559  44,108,664 

1908  21,632,933  45,415,528 

J^09  31,879,532  31,858,921 

J910  48,228,615  27,340,224 

1911  65,120,036  25,267,603 

1912  54,398,120  27,695,668 

'913  58,785,480  24,198,046 
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TONNAGE  OF  VESSELS  ENTERING  AND  LEAVING  CHINA  POETS 

1864  6,635,485 

1865  7,136,301 

1866  ■6,877,582 

1867  6,396,815 

1868  6,418,503 

-  1869  6,843,072 

1870  6,907,828 

1871  7,381,557 

1872  8,486,473 

1873  8,227,754 

1874  9,305,801 

1875  9,867,641 

1876  10,226,421 

1877  11,983,591 

1878  13,446,394 

1879  13,927,221 

1880  15,874,352 

1881  16,040,278 

1882  17,388,852 

1883  17,589,914 

1884  18,806,788 

1885  18,068,177 

1886  21,755,760 

1887  22,199,661 

1888  22,307,859 

1889  23,517,884 

1890  24,876,459 

1891  27,710,788 

1892  29,440,575 

1893  29,318,811 

1894  29,622,001 

1895  29,737,078 

1896  33,490,857 

1897  33,762,362 

1898  34,233,580 

1899  39,268,330 

1900  40,807,242 

1901  48,416,668 

1902  53,990,002 

1903  67,290,389 

1904  63,774,706 

1905  72,755,647 
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TONNAGE  OF  VESSELS  ENTERING  AND  LEAVING  CHINA  PORTS 

(Continued) 

1906  75,819,888 

1907  80,109,424 

1908  83,991,289 

1909 86,771,809 

1910  88,776,689 

1911  85,929,511 

1912  87,562,748 

1913  98,834,830 
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CUSTOMS  REVENUE 

Hk.  Tls. 

1864  7,874,257 

1865  8,289,281 

1866  8,781,875 

1867  8,864,817 

1868  9,448,474 

1869  9,878,848 

1870  9,543,977 

1871  11,216,146 

1872  11,678,636 

1873  10,977,082 

1874  11,497,272 

1875  11,968,109 

1876  12,152,921 

1877  12,067,078 

1878  12,483,988 

1879  13,531,670 

1880  14,258,583 

1881  14,685,162 

1882  14,085,672 

1883  13,286,757 

1884  13,510,712 

1885  14,472,766 

1886  15,144,678 

1887  20,541,399 

1888  23,167,892 

1889  21,823,762 

1890  21,996,226 

1891  23,518,021 

1892  22,689,054 

1893  21,989,300 

1894  22,523,605 

1895  21,385,389 

1896  22,579,366 

1897  22,742,104 

1898  22,503,397 

1899  26,661,460 

1900  22,873,986 

1901  25,537,574 

1902  30,007,044 

1903  30,530,688 

1904  31,493,156 
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CUSTOMS    BEVENUE 

{Continued) 

Hk.  Tls. 

1905  35,111,004 

1906  36,068,595 

1907  33,861,346 

1908  32,901,895 

1909  35,539,917 

1910  35,571,879 

1911  36,179,825 

1912  39,950,612 

1913  43,969,853 
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VARIATIONS  IN  PRICES  OF  SOME  ARTICLES  OF  IMPORT  INTO  CHINA 

(The  values  are  given  in  Haikwan  Taels.) 

Grey  Shirtings 

7  1b. 

Per  piece. 

1862   2.58 

1863   3.00 

1864  4.00 

1865  3.85 

1866  2.52 

1867   2.12 

1868  1.76 

1869  1.77 

1870  1.70 

1871   1.54 

1872   1.47 

1878  1.40 

1874  1.29 

1875   1.25 

1876  1.19 

1877  1.07 

1878  1.09 

1879  1.08 

1880  1.10 

1881  1.11 

1882  1.10 

1883  1.08 

1884  1.01 

1885  1.02 

1886   0.99 

1887   1.01 

1888  1.06 

1889   1.07 

1890   1.00 

1891  0.98 

1892  0.96 

1893  1.14 

1894   1.36 

1895   1.28 

1896  1.29 

1897   1.39 

1898  1.34 
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nglish  Yam 

Tinplates 

Per  picul. 

Per  pioul. 

50.00 

7.25 

75.50 

7.80 

60.00 

5.58 

75.00 

8.41 

84.90 

3.98 

48.09 

4.59 

32.83- 

4.52 

30.00 

4.35 

30.00 

4.16 

30.00 

4.08 

26.50 

6.11 

25.37 

6.15 

24.26 

5.50 

22.04 

4.99 

20.47 

4.27 

20.01 

3.79 

19.27 

8.37 

19.62 

8.81 

21.20 

4.40 

19.86 

3.39 

19.68 

8.29 

18.65 

3.81 

18.76 

3.83 

17.94 

3.11 

17.72 

8.17 

19.54 

3.28 

22.22 

3.59 

20.96 

3.37 

20.04 

8.35 

18.80 

3.85 

17.82 

8.22 

20.98 

8.51 

22.78 

3.90 

22.08 

8.69 

28.24 

3.42 

24.92 

4.00 

24.32 
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VARIATIONS  IN  PRICES  OF  SOME  ARTICLES  OF  IMPORT  INTO  CHINA 

(Continued) 
(The  values  are  given  in  Haikwan  Taels.) 

Grey  Shirtings 

7  1b. 

Per  piece. 

1899  1.32 

1900  1.62 

1901  1.61 

1902  1.68 

1903  1.49 

1904  1.70 

1905  1.60 

1906  1.50 

1907  1.48 

1908  1.79 

1909  1.55 

1910  1.85 

1911  1.89 


ngliah  Yam 

Tinplates 

Per  pioul. 

Per  pioul. 

23.42 

4.70 

26.00 

4.71 

26.00 

4.47 

31.09 

6.35 

38.05 

7.29 

44.25 

6.15 

37.34 

5.80 

32.73 

5.50 

36.20 

6.08 

40.00 

6.61 

38.98 

7.03 

53.80 

6.53 

51.53 

7.28 
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VABIATIONS  IN  PRICES  OF  SOME  ARTICLES  OF  EXPORT  FROM  CHINA 

(The  values  are  given  in  Haikwan  Taels.) 

Tea                    Tea                     Silk  -g^^^^ 

Black  Green.  Cocoons  p^j.  pjgui. 

Per  picul.  Per  pioul.  Per  picnl. 

1862   22.00  29.00  80.00  6.04 

1863   24.00  30.00  80.10  35.00 

1864   26.49  38.50  103.46  11.63 

1865   27.42  36.81  168.96  10.72 

1866   26.00  33.00  145.57  10.00 

1867   30.53  33.95  69.11  10.75 

1868   24.84  36.91  57.70  11.14 

1869   23.05  34.78  63.52  10.66 

1870   20.61  35.26  56.83  10.50 

1871   22.39  39.04  56.39  12.98 

1872   23.62  40.07  64.61  15.92 

1873   25.59  24.42  92.64  8.00 

1874   21.60  22.20  128.43  7.18 

1875   20.67  23.61  78.48  8.48 

1876   21.31  24.47  78.76  8.50 

1877   17.49  21.96  88.38  8.00 

1878   17.88  19.80  58.81  8.52 

1879   18.07  23.52  64.35  9.46 

1880   17.64  22.25  52.26  12.27 

1881   16.01  21.45  65.59  12.29 

1882   16.05  22.87  53.94  11.05 

1883   17.01  20.42  68.70  10.60 

1884   14.80  21.75  45.42  10.91 

1885   16.39  19.41  45.00  10.41 

1886   16.74  18.41  65.05  11.49 

1887   15.13  16.49  56.39  10.24 

1888   15.39  19.52  56.57  10.50 

1889   16.23  19.85  55.91  11.51 

1890   17.88  18.55  70.72  11.86 

1891   20.75  17.15  58.37  9.67 

1892   17.15  28.43  63.37  7.87 

1893   18.43  24.15  64.10  7.87 

1894   18.85  24.88  67.01  9.16 

1895   20.56  20.04  45.00  8.50 

1896   21.27  25.94  48.13  11.53 

1897   22.41  29.84  59.45  14.18 

1898   22.95  24.02  82.50  16.55 
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VABIATIONS  IN  PRICES  OF  SOME  ASTICLES  OF  EXPOBT  FEOM  CHINA 

(Continued) 
(The  values  are  given  in  Haikwan  Taels.) 

Tea                    Tea  Silk                     „., 

Black               Green  Cocoons  p     '  .^ , 

Perpioul.         Per  pioul.  Per  pioul.  rer  piom. 

1899   23.33     22.60  88.20  16.88 

1900   20.38     23.54  86.54  17.73 

1901   17.14     23.22  74.90  19.28 

1902   17.62     25.84  113.91  19.40 

1903   17.53     27.72  139.18  19.47 

1904   22.12     39.27  85.85  25.51 

1905   21.31     34.25  94.62  26.46 

1906   20.90     36.95  93.89  25.60 

1907   21.79     34.66  91.15  27.53 

1908   22.24     34.21  92.90  25.51 

1909   25.30     34.56  106.77  27.55 

1910   28.25     32.69  105.81  27.39 

1911   29.15     36.07  91.80  27.86 
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AVERAGE  OF  PRICES  OF  SOME  EXPORT  PRODUCE 

(The  values  are  given  in  Haikwan  Taels.) 

Beans.                ^q^           "^^^^          Wool.  Cotton. 

PerPicul.    Per  Picnl.    Per  Picul.     PerPicul.  Per  Picul 

1862—1871     0.91        3.27        164.95        6.79  9.52 

1872—1881     0.95        3.31        198.63        8.40  10.72 

1882—1891     1.54        5.20        200.79      10.39  12.45 

1892—1911     2.55        8.15        314.20      16.72  19.14 
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Balance  Sheet  of  China 

Subjoined    is    a    list  of  the  assets  and  liabilities  of  China 
during  1912  :— 

Liabilities. 

Hk.  Tls. 
Imports,  Merchandise  473,097,031 

,,       Treasure     54,898,r20 

Loans,  interest  and  amortization  51,000,000 

Expenditure  on  Legations  and  Consulates    1 ,500 ,000 

Expenses  of  Chinese  Students  and  Tourists  abroad       3,000,000 

Eemittances  by  foreigners  20,000,000 

Freight  &  Insurance  Premia 10,000,000 

Mimitions  of  War  3,500,000 

•116,495,151 

Assets. 

Exports,  Merchandise      370,520,403 

Treasure     27,695,668 

Excess  of  exports  in  land  frontier  trade  4,000,000 

Expenditure  on  Eailways  &  Mines 20,000,000 

,,  Legations  &  Consulates  of   foreign 

nations  in  China 7,000,000 

Foreign  Garrisons  9,000,000 

Vessels   of  War 20,000,000 

,,  ,,         J\Ierchant      vessels      and 

repairs  to  them 20,000,000 

Missions,  Hospitals  &  Schools 9,000,000 

Expenses  of  foreign  tourists  and  travellers 10,000,000 

Eemittances  from  Chinese  abroad 40,000,000 

New    Capital   invested   by   Foreigners   in    Trade 

(in  the  shape  of  floating  cargo) 50 ,000 ,000 

Nev?  capital  invested    in  building    up    the    treaty 

ports     30,000,000 

617,216,071 
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The  balance-sheet  of  China  at  the  end  of  1913,  taking  into 
account  the  incomes  and  outgoes  during  the  period  between 
1864  and  1913,  may  be  roughly  computed  as  under  : — 

Liabilities. 

Hk.  Tls. 

Imports  Merchandise  9,334,000,000 

„      Treasure  a    1,228,000,000 

Foreign     Loans     outstanding     on     December 

31,  1913 1,288,000,000 

Expenses  on  Chinese  Embassies  b  50,000,000 

,,  of  Chinese  students.  Tourists  etc.,  c...  40,000,000 
Kemittances    made    by    foreigners    to    Home 

Countries  d     600,000,000 

Freight ,  Insurance  Premia  etc . ,  e 200 ,000 ,000 

Munitions  of  War  / 60,000,000 

12,800,000,000 

Assets. 

Hk.  Tls. 

Exports  Merchandise  6,955,000,000 

,,      Treasure  g     1,000,000,000 

Land  Frontier  Trade,  excess  of  Exports 200,000,000 

Eailways  &  Mines     200,000,000 

Foreign  Embassies    200,000,000 

Foreign  Garrisons     200,000,000 

,,      Vessels  of  War 250,000,000 

,,       Merchant  Vessels  75,000,000 

Eepairto             ,,                100,000,000 

Expenditure  on  Missions,  hospitals  and  Schools  150,000,000 

Foreign  Tourists'  Expenses  h 125,000,000 

Eemittanoes  from  Chinese  emigrants  abroad  ...  845,000,000 
Capital  of  foreign  firms,  mostly  in  the  shape  of 

floating  cargo    1,000,000,000 

Sums  spent  upon  building  up  cities  like  Shang- 
hai and   foreign   concessions  of   Tientsin, 

Hankow  etc 1,000,000,000 

Expenditure  on  Several  Campaigns 500,000,000 

12,800,000,000 

474 


APPENDIX  C 

a  Imports  of  treasure  from  1892  to  1913  total  Hk.  Tls.  728,520,000. 

b  In  the  earlier  period  the  expenditure  on  this  account  was  very  small. 

c  Chinese  students  abroad    and    tourists    count    as    a    factor    only    during 
the  past  fifteen  years. 

d  These    remittances    are    made    on    a    basis    of    six    per    cent,    on    the 

total  trade ;  the  profits  were  larger  in  the  earlier  periods, 
e  This  item  has  increased  largely  during  the  past  ten  years. 
/  Even  in  the  nineties  this  item  was  almost  inconsiderable. 
g  Exports  of  treasure  from  1892  to  1913  total  Hk.  Tls.  690,780,000. 
h  Tliis  item  is  one  of  later  growth. 
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THE  TAEL 


Variations  in  the  value  of  the  Haikwan  Tael  from  1864 
to  1913  :— 

1864  6/8 

1865  6/8 

1866  6/3 

1867  6/3 

1868  6/5 

1869  6/7| 


1870  6/6 

1871  6/6i 

1872  6/7i 

1873  6/5i 

1874  6/41 

1875  6/2i 

1876  5/lli 

1877  6/01 

1878  5/ll| 

1879  5/7| 

1880  5/91 

1881  5/6f 

1 


1882  5/8; 

1883  5/7 

1884  5/7i 

1885  5/3i 

1886  5/Oi 

1887  4/101 

1888  4/8| 

1889  4/8| 

1890  5/2J 

1891  4/11 

1892  4/4J 

1893  3/lli 

1894  3/2| 

1895  3/3i 

1896  3/4 
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1897  2/ll| 

1898  2/101 

1899  3/Oi 

1900  3/li 

1901  2/lli 

1902  2/7i 

1903  2/7i 

1904  2/10| 

1905  3/0—1/10 

1906  3/3i 

1907  3/3 

1908  2/8 

1909  2/7A 

1910  2/8i^ 

1911  2/8i 

1912  3/Oi 

1913  3/01 
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TAELS    CUEBBNT    IN    CHINA 


The  following  is  a  list  of  the  principal  taels  current  in 
CJiina : — 


Place  Name  of 

Tael 


Silver  in       Value  Value 

Compared  Compared 
Tael        with  100    with  100 
Grains       Kuping   Tsaopingf 
Ta«ls        Taela 


Government      Kuping      

Customs  Haikwan      583.3      98.384 

Shantung  Tgjnanfu      101.600 

Chefoo      548.2    104.681 

„  Tung-chang   money   .. 

Hwa-p'ing      

Shensi  King-pu-p'ing      101.456 

,,  Sin-ngan-p'ing      

Kansu  Lan-pu-p'ing      102,470 

Lan-p'ing      104.500 

Honan  Shih-p'ing      101.317 

,,  Kaifeng  Money    — — 

,,  Chow-Kia-Kow 

„  South      

,,  Chow-Kia-Kow 

North      

,,  Tao-kow  Money     

Hupeh  Hankow      536.4 

,,  Lao-ho-kow      

,,  Shasi      

,,  Fan-'chen      

Kiangsi  Han-p'ing      548.8    104.573 

,,  Nanchang      

,,  Hiikow      

Anhui  Wuhu      560.0    102.484 

Kiangsu  Soochow      

Chinkiang      560.0    102.484 

,,  Shanghai      Teo-Ewai. 

Chekiang  Ningpo      523.6    109.600 

Wenchow      561.7    102.200 

,,  Hangchow  Treasury  . 

,,  ,,         Market  ...  
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99.80 
99.70 


99.40 


99.85 

99.55 

99.35 
98.63 
10170 
102.33 
101.55 
102.30 


100.25 
103.50 


98.00 


107.55 


98.14 
99.72 
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Place 


Fukien 


Kwangtung 


Kwangsi 
Hunan 


Kweichow 


Szechuan 


Shansi 


Yunnan 
Manchuria 


Chihli 


Name  of  Silver  in      Value         Value 

Compared  Compared 
Tael  Tael        with  100    with  J  00 

Grains       Kuping    Tsaoping 
Taelu        Taelu 

Foochow   Ssu-ma- 

p'ing      523.5     108.498    

Amoy      516.0    109.945    

Swatow  Guild   517.5 

Market      522.0      

Kwei-ling  Kung-fah   . 99.90 

Lungchow      519.4    102,612    

Changsha  Money    ....  101.75 

Siang-tan    market    ....  102.10 

Changteh      99.85 

Siangkiang  market    ...  — —  100.74 

Kwei-yang  money     ...  100.80 

market  ...  100.56 

Treasury...  98.69 

Chengtu           ,,         ... 103.00 

Chungking   Yu      - —  102.25 

Chungking  Sha-tsien- 

tao      101.50 

Tai-yuen      99.36 

Kwei-hwa   money    ....  98.15 

Hu-hao          ,,           .... 100.75 

Lu-chen         ,,           .... 100.80 

Ping-yao   market    101.30 

Provincial  Capital    ....  100.75 

King-chow      99.90 

Newchwang      101.22 

Shanhaikwan      98.82 

Fung-hwang-ch'en      .. 99.82 

Kwangchengtze      101.38 

Liao-yang       — —  99.52 

Kirin      101.82 

Kirin  Western 

Kung-fah      — 101.66 

Tientsin  Kung-fah    ... 101.60 

Tientsin   Hong   101.10 

Tientsin  Taotai's 98.20 

Tientsin   I-fah   101.80 

Han-p'ing      554.4    103.515    

Hsiang-p'ing      554.5     103.500    
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Place                 Name  of                                   Silver  in       Value  Value 

Compated  Gompaied 

Tael                                           Tael        with  100  with  100 

GraiLS       Knpiog  TsaopinK 

Taels  Taels 

Chihli                Ho-si-wu    '   99.44 

,,                    Tungchow  market    ...     — —       98.10 

Tsang-chow   - —  98.20 

Pao-ting      99.22 

Taku   -^  98.30 

Peking               Kung-fah   101.32 

Siang-tan 101.40 

Siang      109.20 
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The    following    is    a    list    of   industrial    and 
manufacturing    concerns    in    China : — 


District. 

Ewo Shanpfhai  Foreign 

KungYik  

Yangtszepoo  

Hongkong H  ougkong 

International Pootung 

Soy  Chee Shanghai 

Laou  Kung  Mow  ...         „ 
S'hai  Cotton  Mfg  Co.        „ 

Nagai  Wata   „ 

Chu  Jin „ 

Hwa  Sheng    „ 

Yu  Yuen „ 

YuTung 

Hong  Fung    „ 

Anglo-Chinese  „ 

Dong  Chong  „ 

Soo  Lun Soochow 

ChiTai   Taiohong 

Chung  Hsin  Wusieh 

Lee  Yung   Kiangyin 

Woo  Fang  Ningpo 

Tai  Wai  Hankow 

Chee  Dong Taiohong 

Tung  KuiYuen Ningpo 

Yip  Ching Wusih 

Tung  Yih  Kung Hangchow 

Ta  Sang  Cotton Tungohow 

Hsin  Ta  Sang    „ 

Tung  Wai  Kung    ...Shaosan 
Kwang  Yik    Honan 


COTTON    MILLS. 


Manage- 


Spindles  Looms 
under  con-  Spindles  Looms 


ment. 

Spindles. 

Looms 

.  traction. 

projected. 

Foreign 

72,264 

500 

1,500       300 

25,676 

300 

100 

9,936 

45.696 

48,200 

300 

10,000    200 

40,788 

10,000 

40,096 

Japanese  45,872 

886 

40.000 

" 

50,000 
10,080 

60,000 

1,362 

Chinese 

)J 

» 

)) 

M 
H 

1) 

n 

65,000 
20,000 
15,000 
15,000 
13,200 
11,000 
22,500 
12,000 
30,000 
16,000 
17,200 
90,000 
12,000 
18,000 
15,000 
20,000 
40,000 
20,000 
10,300 
20,000 

350 

600 
216 

200 

865,688 

3,152 

80,000    500 

41,500   1,662 

ALBUMEN    FACTORIES. 

Seven  factories  in  Hankow,  of  which  two    are    British,    three    German, 
one    Belgian,    and    one    French. 

T'Ung  Yu  Albumen  Factory  Yangchow 

Factories    in     Chinkiang,     Shakow,     Hinghwa    and    Foochow. 
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ARSENALS. 

There  are  Government  arsenals  at  Hanyang  (Hankow),  Shanghai 
(Kiangnan),  Xe'chow  (Tientsin),  Tsinanfu,  Taiyuanfu,  Changtefu, 
Kaifengfu,  Sianfu,  Lanchowfu,  Urumtsi,  Nanking,  Hangchow, 
Chengtu,    Foochow,    Canton    and    Yunnanfu. 

CANNING    FACTORIES. 

Two    in    Amoy    and     one    in    Kiungchow. 

CEMENT    AND   BRICK    WORKS. 


Green  Island  Cement  Co.  (Shewan,  Tomes  &  Co.) 

Macao  &  Hongkong 

Ghee  Hsin  Company's  Cement  and  Brick  Works 

Tongshan 

Onoda  Cement  Co.,  Ltd. 

Tairen 

Canton  Government  Brick  and  Cement  Works 

Canton 

Wuhu  Brick  Works 

Wuhu 

Hankow  Brick  and  Tile  Works 

Hankow 

Butler  Cement  and  Tile  Works 

Shanghai 

San  Chia-tzu  Brick  Works 

Newchwang 

H.  Diederichsen  &  Co.  Brick  Works 

Tsingtau 

R.  Kappler  and  Sohu.  Brick  Works 

Tsingtau 

Chinese  Eastern  Railway's  Brick  Works  (Russian) 

Harbin 

Kailan  Mining  Administration  (Bricks  and  Tiles) 

Tongshan 

Hong  Tsai  Co.'s  mosaic  Tile  Works 

Hongkong 

Li  Long  Porcelain  Works 

Changsha 

Yu  Yik  Brick  Factory 

Canton 

Choushiutze  Brick  Works                                              (near) 

Tairen 

There     are    altogether    42     brickfields     in      Liaotung,      16      Japanese 

and    26    Chinese. 

CHEMICAL    WORKS. 

Kiangsu  Chemical  Works 

Shanghai 

Government  Powder  Factory  and  Chemical  Works 

Hanyang 

Major,  Bros. 

Shanghai 

DISTILLERIES. 

Societe  Franco-Chinoise  de  Distillerie  de  Hankow 

Hankow 

Kouznezoff,  Shilnikoif  &  Co.  (Russian),  Alcohol 

Ninguta 

Ching  Yu  Pioneer  Wine  Co.  (with  bottle  Factory) 

Chefoo 

There      are      a      number      of      Vodka      distilleries      in      Manchuria, 

especially    in    Harbin. 

BREWERIES. 

Germania   Brauerei   (owned   by  Anglo-German    Brewery 

Co.) 

Tsingtau 

Gomoll  Brewery 

Tsingtau 

Union  Brauerei 

Shanghai 

Oriental  Brewery  Co. 

Hongkong 

DOCKS,    SHIPBUILDING    AND    ENGINEERING    WORKS. 

Shanghai  Dock  and  Engineering  Co.,  Ld. 

Shanghai 

Kiangnan  Dock  and  Engineering  Works 

Shanghai 

New  Engineering  and"  Shipbuilding  Works 

Shanghai 

Oriental  Engine  Works 

Shanghai 
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Hongkong  and  Whampoa  Dock  Co.,  Ld.  Hongkong 
Taikoo  Dock  and  Engineering  Co.,  Ld. 

(Butterfield  and  Swire)  Hongkong 

Chinese  Government  Dockyard  Whampoa 

Amoy  Shipway  and  Engineering  Co.  Amoy 

New  Amoy  Dock,  Ld.  Amoy 

Chinese  Government  Arsenal  and  Dockyard  Foochow 

Tsingtauer  Werft  (German  Naval  Dockyard)  Tsingtau 

Tairen  Dry  Dock  (Kawasaki  Dockyard  Co.)  Tairen 

Tientsin  Ironworks  Tientsin 

Yaugtsze  Engineering  Works  Hankow 

Hankow  Iron  and  Engine  Works  Hankow 

Nicholas  Tsu's  Engineering  and  Shipbuilding  Works  Shanghai 

ELECTRIC    LIGHT    WORKS. 

The    following    cities    are    supplied    with    electric  light    and 
by  Foreign  and  Chinese  Electric  Light  and  Power  Companies : 
Hongkong                                                   Kulangsu 


current 


Kowloon 

Macao 

Canton 

Swatow 

Ningpo 

Shanghai  (3) 

Soochow 

Cungking 

Chinkiang 

Nanking 

Wuhu 

Hankow 

Chengtu 

Tientsin  (3) 

Yangchow 

Amoy 


Dairen 

Mukden 

Newchwang 

Peking  (2) 

Tsinanfu 

Changsha 

Nanchang 

Kiukiang 

Yunnanfu 

Harbin   (4) 

Antung 

Kashing 

Anking 

Foochow 

Hangchow 

Hoihow 


Electric    light     schemes     are    under     consideration    for    the     following 
cities : 


Ichang 

Shasi 

Wuchow 

Kirin 

Wuchang 

Chef  00 


Fatshan 

Sheklung 

Waichow 

Talifu 

Kaifeng 

Kashing 


FLOUR    MILLS. 


China  Flour  Mill  Co.,  Ld. 
Shanghai  Roller  Flour  Mill  Co.,  Ld. 
Lee  Dah  Flour  Mill  Co. 
Fou  Foong  Flour  Mill  Co. 
Godai  Flour  Mill 
Mow  Sing  Flour  Mill  Co. 
Yu  Hung  Flour  Mill  Co. 
Fu  Hsin  Flour  MUl  Co. 
.  Yung  Feng  Flour  MiU  Co. 
Hah  Foong  Flour  Mill  Co. 
Chin  Loong  Flour  MUl  Co. 
Huo  Foong  and  Hung  Foong  Flour  Mills 
Han  Foong  Flour  Mills 
Towa  Co.'s  Flour  Mills 


Shanghai 

Shanghai 

Shanghai 

Shanghai 

Shanghai 

Wusieh 

Yangchow 

Tungchow 

Su  Ch'ien 

Chungking 

Hankow 

Hanyang 

Hankow 

Hankow 
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Knng  Tai  Flour  Mills 
Tai  Loy  Flour  Mills 

Yu  Hang  Flour  Mill 

WuBieh  Flour  Mill 

Chang  Shou  Flour  Mill 

Yun  Feng  Mo  Mien  Kungssu 

Hai  Foong  Roller  Mill 

Russian  Flour  Milling  Co. 

Eastern  Flour  Mill 

L.  S.   Skidelski's  Flour  Mill 

Irkutsk  Flour  Milling  Co. 

BlagoTestcheusk  Flour  Milling  Co. 

First  Manchurian  Flour  Mill  Co. 

Gershgorin's  Flour  Mill 

Germant's  Flour  Mill 

Lobachoff's  Flour  Mill 

Russian  Flour  Milling  Co. 

Southern  Flour  Milling  Co. 

Semiankoff  and  Subotich's  Flour  Mill 

Heng  Fa  Yu  Flour  Mill 

Imianpo  Flour  Milling  Co. 


Yu  Shun  Ho  Flour  Mill 
Ma  Si  Gni  Flour  Mill 
Yuan  Hsing  Co.'s  Flour  Mill 
V.  Vitichnovsky's  Flour  Mill 
Tien  Hsing  Co.'s  Flour  Mill 
Tiehling  Flour  Mill 

There    are    a    number    of 
those    enumerated    above. 


Hankow 
Taichow 

(Chinkiang) 
Kao-Yu 

(Chingkiang) 
Wusieh 
Chungking 
Yunnanfu 
Chefoo 
Harbin 
Harbin 
Harbin 
Harbin 
Harbin 
Harbin 
Harbin 
Harbin 
Harbin 
Harbin 
Harbin 

Kwangchengtze 
Ashiho 
Imianpo  (101m.  E. 

of  Harbin) 
Hailin 
Hailin 
Ninguta 
Fuliardi 

I  Lan  Fu  (Harbin) 
Tiehling 

flour  miUs    in    South    Manchuria,    besides 


GAS 

Shanghai  Gas  Co.,  Ld. 
Hongkong  and  China  Gas  Co.,  Ld. 
South  Manchuria  Railway  Co. 
Antung  Gas   Co.,   Ld. 


WORKS. 


Shanghai 
Hongkong 
Taireu 
Antung 


GLASS    AND    PORCELAIN    WORKS. 


Poshan  Glass  Works 

Liukiatai  Glass  Factory 
Hsing  Hua  Glass  Factory,  Ld. 
Kulangsu  Glass  Works 
Fook  Wai  Co.'s  Glass  Works 
Ming  Sun  Glass  Factory 
Fu  Hui  Glass  Factory 
Ikebata  Glass  Works  (Japanese) 
N.  v.  Vodiansky's  Glass  Works 
Imianpo  Glass  Works 

Corousy  &  Co.'s  Glass  Factory 
Peking  Glass  Works 
Glass  Bottle  Factory 
Liling  Porcelain  Works 

There    are    Chinese    glass 
and     Chefoo. 


works    at    Foochow, 


Poshan  (Tsinanfu) 
Liukiatai 

(near  Chungking) 
Kirin 
Amoy 
Hongkong 
Canton 
Canton 
Harbin 
Harbin 
Imianpo   101m.    E. 

of  Harbin) 
Hongkong 
Peking 
Changsha 
Changsha 

Kiungchow,    Nanning 
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LEATHER    FACTORIES 

Government  Leather  Factory 

Government  Leather  Factory 

Kung  Hua  Leather  Manufacturing  Co. 

Tientsin  Leather  Factory 

Tannerie  Franco-Chinoise 

Canton  Tannery  and  Leather  Works 

Hua  Ching  Leather  Co. 

Hongkong  and  China  Shoe  Factory 

Shanghai  Tannery  Co.,  Ld. 

Government  Leather  Factory 

N.  V.  Vodiansky  (Leather  Factory) 

There  are  Chinese  factories  at  Nanchang 


(TANNERIES) 

Wuchang 
Chengtu 
Shanghai 
Tientsin 
Tientsin 
Canton 
Canton 
Hongkong 
Shanghai 
Yunnanfu 
Harbin 
and  Chungking. 


MATCH   FACTORIES. 
There  are  match  factories  at  the  following  places  : — 

Shanghai,  Tientsin,  Hankow,  Canton,  Chungking,  Nanking, 
Changsha,  Mukden,  Hongkong,  Hangchow,  Changchun,  and  Ningpo. 

MINTS. 

There  are  Government  mints  which  are  built  to  mint  silver 
and  copper  coinage  at  Tientsin,  Nanking,  Wuchang,  Chengtu, 
Yunnanfu,     Mukden,    Canton,    and    Chungking. 

NAIL    AND    NEEDLE    FACTORIES. 

Nail  and  Needle  Factory  Hanyang 


OIL    MILLS. 


Shanghai  Oil  Co.,  Ld. 


Cotton  and  Bean  Oil  Pressing  Factory 

Bean  and  Cotton  Seed  Oil  Factory 

Yung  Chang  Yuan  Oil  Mill 

Tien  Shun  Oil  Mill 

Yu  Foong  Oil  Mill 

Shun  Foong  Oil  MiU 

Si  Shun  Oil  Mill 

Ing  Fong  Oil  MiU 

Sing  Chee  Oil  Mill 

Yuan  Feng  Oil  Cake  Co. 

Kuang  Sheng  Oil  Mill 

Haichow  Oil  Mills 

Yu  Hsin  Oil  Co. 

Yu  Hsing  Oil  Press  Co. 

Swatow  Bean  Cake  and  Oil  Factory 

I.  Ifland's  Oil  Mill 

KroU  &  Co.'s  Oil  Mill 

South  Manchuria  Railway  Co.'s    Beancake  and  Bean  Oil 

Factory 
Kodera  &  Co.'s  Oil  Mill 
Tung  Yung  Mao  Oil  Mill 
T'ai  Ku  Yuan  OU  Mill 
Yuan  Chang  Oil  MUl 
Chi  Chang  Yuan  Oil  Mill 


Jessfield  Mill, 

Shanghai 
Hanyang 
Hanyang 
Hanyang 
Hanyang 
Hanyang 
Hanyang 
Hanyang 
Hanyang 
Hankow 

Founing    (Nanking) 
Tungchow 

(Chinkiang) 
Haichow 
Chinkiang 
Yingchow     (Wuhu) 
Swatow 
Harbin 
Harbin 

Tairen 

Newchwang 

Newchwaug 

Newchwang 

Newchwang 

Newchwang 
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Hsi  Yi  Shun  Oil  MiU 

Newchwang 

Hfiin  Chang  OH.  MiU 

Newchwang 

Yung  Yi  Oa  Mill 

Newchwang 

Hsing  Shun  Lung  Oil  Mill 

Newchwang 

Tung  Chn  Ho  Oil  Mill 

Newchwang 

Yuan  Mao  Sheng  Oil  MiU 

Newchwang 

Santai  Oil  MiU 

Newchwang 

Nisshin  Bean  MiU 

Tairen 

Santai  Bean  MiU 

Tairen 

There    are    forty-seven    mills    at    Tairen,      besides      numerous      mills 

in    Manchuria. 

PAPER    MlliS. 

Hupeh  Paper  Factory 

Wuchang 

Government  Paper  Mill 

Hankow 

Government  Paper  Mill 

Shanghai 

Ching  Cheng  Paper  Factory 

Nanzing  (Chekiang) 

Canton  Government  Paper  and  Printing  Works 

Canton 

Tseng  Yuan  Paper  Mills 

Clinton 

Chengtu  Lo  Li  Paper  Co. 

Chengtu 

Shanghai  Pulp  and  Paper  Co.,  Ld. 

Shanghai 

Taishing  Paper  MiU  Co.,  Ld. 

Hongkong 

Government  Paper  Mill 

Tsinanfu 

Kowloon  Paper  MUl  (Japanese) 

Kowloon 

RAILWAY    WORKS. 

Shanghai-Nanking  RaUway  (Locomotive  and  Car  Shops)  Woosung 

Peking-Mukden  Railway 

Tongshan  Works 

Peking-Mukden  Railway 

Koupangtze 

Hanyang  Iron  Works 

U  li,iX\jijX\jLL 

Hanyang 

Chinese  Eastern  Railway  (Railway  Shops) 

Harbin 

South  Manchuria  Railway  Co. 

Tairen  and 
Rha.kahn 

Shantung  Railway  Co.'s  Works 

Tsingtau 

Tientsin-Pukow  Railway  Works 

Tsinanfu 

RICE   HULLING   AND    CLEANING 

MILLS. 

Wuhu  Rice  and  Flour  Mills 

Wuhu 

Fou  Hsiang  Rice  Hulling  Co. 

Changsha 

Tung  Ho  Hulling  Mill 

Hangchow 

Sao  Fung  Rice  MiU 

Hanyang 

Ch'ing  Feng  Rice  Hulling  Co. 

Nanking 

T^ere     are     four     big    rice     mills    in    Wuhu, 

one      of      which      is 

electrically    driven. 

ROPE    FACTORIES. 

Hongkong  Rope  Manufacturing  Co.,  Ld. 

(Shewan,  Tomes  &  Co.,  General  Managers)  Hongkong 

SAW    MILLS. 

Germania  Saw  Mills  Foochow 

Chieng  Hing  Saw  MiU  Co.  Foochow 
Hongkong  Saw  MiUs  (China  Borneo  Co.,  Managers)         Hongkong 

Hankow  Saw  Mill  and  Wood  Working  Factory  Hankow 
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Chinese  Eastern  Railway's  Saw 

Mills 

Harbin 

yablonia  Timber  Co. 

Yablonia  (150  miles 
E.   of  Harbin) 

Kovalsy  and  Dinowsky 

Yablonia  (150  miles 
E.  of  Harbin) 

Shevtchenko  Bros. 

Khingan  (352  miles 
W.  of  Harbin) 

Yalu  Saw  MiU  Co. 

Antung 

Fujitani  Saw  Mill 

Antung 

G.  L.  Shaw's  Saw  MUl 

Antung 

Kiliansky  &  Co.'s  Saw  Mill 

Handaohedtzu  (170 
miles  E.  of 
Harbin) 

Slinkin  &  Co.'s  Saw  Mill 

Handaohedtzu  (170 
miles  of  E. 
of  Harbin) 

Okura  Saw  Mills,  Ld. 

Liutaokow  (near 
Antung) 

China  Import  and  Export  Lumber  Co. 

Shanghai 

SILK    FILATURES. 

Wha  Tai  Silk  Filature 

Chefoo 

Chefoo  Filanda 

Chefoo 

China   European  Filature   Co., 

Ld.   (P. 

E.  Lintilhac  & 

Co.,  Agents) 

Shanghai 

Ewo  Silk  Filature  (Jardine,  Matheson  & 

;  Co.) 

Shanghai 

Jeah  Kong  Silk  Filature 

Shanghai 

Sin  Chong  Silk  Filature 

Shanghai  (Jessiield) 

Soy  Lun  Silk  Filature  Co.   (Arnhold,  Karberg  &  Co.) 

Shanghai 

Dong  Yah  Dsang  Silk  Filature 

Co. 

Shanghai 

Shanghai  SUk  Spinning  Co.,  Ld 

Shanghai  (Jessiield) 

Tong  Yue  Filature 

Shanghai 

Snanghai  Waste  Silk  Boiling  Co. 

(A.  R. 

Burkill  &  Sons) 

Shanghai 

Lung  Hua  Silk  Filature 

Shanghai 

Shu  Mei  SUk  Filature 

Chungking 

Shih  Ching  Silk  Filature 

Hangchow 

Wuchang  Silk  Filature 

Wuchang 

German  Chinese  Silk  Filature 

Tsingtau 

Silk  Filature 

I-Ling  (Nanking) 

Tah  Lun  Filature 

Chinkiang 

There  are  about    50    steam    filatures    in    Kiangsu,     and    over    100    in 
the    Kwangtung    province. 


SMELTING    WORKS. 
Hua  Ch'ang  Antimony  Co. 
Kansu  Government  Copper  Smelting  Works 
Kuangsi  Government  Antimony  Works 
Carlowitz   &   Co.'s  Antimony  Refining  Works 
Sino-German  Ore  Co. 
Tzu  Sheng  Iron  Smelting  Works 

Chi  Cheng  Metal  Smelting  Co. 

Pao  Ta  Co.'s  Antimony  Refining  Works 

Kochiu  Tin  Smelting  Works 

Antimony  Refining  Works 


Changsha 

Yaokai 

Wuchow 

Wuchang 

Ch'iao-k'ou 

T'ungchow 

(Chinkiang) 
Changsha 
Wuchow 
Kochiu 

(Yunnanfu) 
Chihts'un  (near 

Mengtz) 
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SOAP    AND    CANDLE    FACTORIES. 


Yu  Te  Official  Soap  Factory 

Ho  Mao  Soap  Factory 

Yu  Li  Shin  Candle  Factory 

Pao  Sheng  Soap  and  Candle  Factory 

Hsiang  Sheng  Candle  and  Soap  Factory 
Lung  Mao  Soap  Co. 
Moonlight  Soap  Co. 
Yu  Feng  Candle  Co. 
Hsiang  Shun  Foreign  Candle  Co. 
Price's  Patent  Candle  Co.,  Ld. 
Tung  Sheng  Soap  and  Candle  Factory 
Ta  Lung  Soap  Factory 

P.  P.  Dedeneff's  Soap  Factory 
Sukenin  and  Kros'  Soap  Factory 
Harbin  Chemical  Laboratory  (Soap) 
If  land  Bros.'  Soap  Factory 
P.  M.  Kann's  Soap  Factory 
Standard  Oil  Co.'s  Candle  Factory 
Popoff  Bros.'  &  Co.'s  Candle  Factory 
Kroll  &  Co.'s  Candle  Factory 
Taraspolsky  &  Co.'s  Candle  Factory 
Koo  Pun  Soap  Works 
Kuang  Ming  Soap  and  Candle  Factory 
Pao  Tai  Soap  Factory  (Burtenshaw  &  Co.) 
P.  Blackhead  &  Co.'s  Soap  Factory 


Chengtu 
Chinkiang 
Chinkiang 
Wo  Chinhsien, 

Kiangsu 
Shanghai 
Shanghai 
Shanghai 
Shanghai 
Shanghai 
Shanghai 
Tientsin 
T'ungchow 

(Chinkiang) 
Harbin 
Harbin 
Harbin 
Harbin 
Harbin 
Shanghai 
Harbin 
Harbin 
Harbin 
Shanghai 
Ningpo 
Hankow 
Hongkong 


SUGAR    REFINERIES. 

China  Sugar  Refining  Co.  (Jardine,  Matheson  &  Co.,  Ld.)  Hongkong  and 

Swatow 

Taikoo  Sugar  Refining  Co.  (Butterfield  and  Swire)  Hongkong 

Asiho  Sugar  Co.  (Russ)  Asiho  (26  miles  E. 

of  Harbin) 

Hua  Hsiang  Sugar  Factory  Amoy 


TEA    FACTORIES. 


Molchanoff  Pechatnoff  &  Co. 

Litvinofl  &  Co. 

Trading  Co. 

Hung  Shan  Tea  Factory 

Lo  Ki  Heung  Tea  Factory 


Hankow  and 
Kiukiang 

Hankow  and 
Kiukiang 

Hankow 

Ch'iao-k'ou 
(Hankow) 

Hongkong 


TOBACCO    FACTORIES. 

The  British- American    Tobacco    Co.,    Ld.    has    factories    at    Shanghai, 
Hankow,    Newchwang,    Mukden. 


Japanese  Government  Monopoly  Factory 
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WATERWORKS. 

Waterworks  are  established  in  the  following  places:  Peking, 
Tientsin,  Newchwang,  Shanghai  (International  Settlement,  French 
Ooncession,  Native  City  and  Ohapei),  Hankow  (3),  Chengtu,  Swatow 
(operation  delayed  by  dispute  over  land).  Canton,  Shameen  (under 
construction),  Hongkong,  Kowloon,  Tsingtau,  Chinkiang  and  Kaifenfu. 
Waterworks  are  under  construction  in  Hangchow,  Chungking 
and    Changsha. 

WOOLLEN    FACTORIES. 

Hupeh  Government  Wool  Factory  Wuchang 

Kausu  Government  Woollen  Cloth  Factory  Lanchow 

Shi  Hui  Woollen  Weaving  Factory  Shanghai 

Government  (Military)  Woollen  Cloth  Factory  Chingho 

Tientsin  Wool  Spinning  (?)  Factory  Tientsin 

HYDRAULIC    PRESS    PACKING    FACTORIES. 

LiddeU  Bros.   &  Co.  Hankow  and 

Shanghai 
Carlowitz  &  Co.  Hankow 

Mackenzie  &  Co.  Shanghai  and 


Tientsin 


TRAMWAYS. 


Electric  tramways  are  in  operation  or  under  construction  at : 
Shanghai  (International  Settlement,  French  Concession  and  Native 
City),    Tientsin,    Peking,    Hongkong,    Tairen. 

There  is  a  funicular  railway  at  Hongkong  and  small  horse-tramways 
are    in    operation    at    Mukden    and    Tientsin. 

TELEPHONES. 

Telephone    systems    are     in    operation      at      the      following  places : 

Shanghai,     Hongkong,     Tientsin,     Peking,      Tairen,      Mukden,  Hankow, 

Tsingtau,    Kiukiang    (to    Kuling),     Sanjaobu    (to    Mankanshan),  Harbin, 
Newchwang. 

WIRELESS    TELEGRAPHY. 

There  are  wireless  installations  at  Shanghai  (Chinese  Government), 
Peking  (Chinese  Government  and  American  and  Italian  Legations), 
Tsingtau,     Weihaiwei,    Hongkong,     Tairen,     Port    Arthur. 

IRON    AND    STEEL    WORKS. 
Hangyang  Iron  and  Steel  Works  (Han-yeh-ping  Co.,  Ld.)  Hanyang 

GRASS    CLOTH    FACTORIES. 
Wuchang  Grass  Cloth  Factory  Wuchang 
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Adulteration  of  native  produce,  135. 
Advisers,       their      nationality       and 

appointment  decided  upon,  63. 
Agriculture  and  Commerce,  Board  of, 

expenditure  for,  70. 
Agriculture,         condition,        methods 

employed  in  and  principal    products 

of,  309-311. 
Aigun,  183. 
America,     53,   95,  158,   164,   171,  177, 

179,  188,  206,  214,  229,  268,  306,  318, 

328. 
American  Treaty  of  1844,  152. 
Amoy,   153,   154,   155,   156,  182. 
Amoy-Chenchow  Railway,     history    of 

the,  434. 
Amoy  Slipway  and    Engineering    Co., 

The,  301. 
Anglo-French  loan,  33. 
Anglo-French  Quicksilver   and  Mining 

Concession,  Ld.,  the,  303. 
Anglo-German  gold  loan,  29. 
Anhui  Copper  Mining  Concession,  302. 
Anhui,     35,  36,  37,  67,   69,    168,   169, 

310,  311. 
Annam,  350. 

Annexes  to  loan,  68-73,  74. 
Anti-foreign  movement,  34. 
Antimony  Smelting  Works,  307. 
Antung,  183. 
Antung-Mukden     line,  history  of  the, 

419-420. 
Antwerp,  184. 
Argentine,  175. 
Arms     and     ammunition,      57,      73; 

bankers    refuse    to    meet    liabilities 

for,  out  of  loan,  73. 
Army  Board,  expenditure  for,  70. 
Arnhold,  Karberg  loan,  25. 
Arsenal,  the  attack  on  the,  74. 
Arts,  the,  as  practised  by  the  Chinese, 

293-295. 
Asia,  28,  171. 
Asiho,  300. 
Assay  office,  129. 

Assets  and  liabilities  of  trade,  191. 
Austria,  64,  189. 
Australia,  152,  153,  184. 
Balance     of    trade,      the,      invariably 

unfavourable    to    China,    191 ;    why 

it      has      proved    unfavourable    to 

China,  201-202;  the  principal  factors 

for        determining      the,      203-216; 


favourable  or  unfavourable  balance 
not  always  favourable  or  unfavour- 
able to  a  country,  213-214. 

Balkans,  the,  63,  64. 

Bannermen,  expenditure  for  various, 
and  their  rice  commutation,  71. 

Bank  deposits,  native,  the  savings 
of  Chinese  seldom  converted  in 
to,  225 ;  how  trade  has  been  responsi- 
ble for  an  increase  in,  230-231. 

Banks,  foreign,  why  the  business 
is  of  more  importance  than  that  of 
the  native  banks,  238 ;  the  relations 
between  the  foreign  banks  and 
native  banks,  239-240;  part  played 
in  trade,  242-243 ;  number,  in 
undue  proportion  to  the  amount  of 
legitimate  business,  256 ;  the 
speculation  of  the,  and  its  effect 
upon  trade  and  exchange,  253-257 ; 
the  greater  part  of  the  foreign  trade 
financed  by  and  under  the  control 
of  the,  257-261. 

Banks,  native,  their  inability  to  meet 
note  issues,  54 ;  part  played  and 
functions  performed  by  the,  in 
trade,  122-123 ;  the  financing  of 
trade  by  the,  129 ;  the  reckless 
trading  of  the,  132;  the  business 
of  the  sounder  banks  confined  to 
regular  banking,  133;  the  capital, 
constitution,  and  functions  of  the, 
224-238 ;  different  classes,  official, 
226 ;  Hwei  Piao,  227 ;  regular  227  ; 
provincial,  228;  no  government 
control  over,  229 ;  authority  of  the 
Bankers'  Guild  over,  229 ;  the 
principle  of  reserves  as  understood 
by  the,  230 ;  overtrading  and 
unrestricted  issue  of  the  paper 
money,  232,  234 ;  the  speculation 
of  the,  234-235 ;  what  the  banks 
depended  upon  for  their  working, 
237 

Bank  of  China,  123,  226,  242. 

Bank  of  Communications,  123,  226. 

Bank  orders,  native,  125,  126,  130, 
230-241. 

Banque  Industrielle  de  Chine,  78, 
319. 

Barrier  taxes,  6. 

Barrow,  John,  92-93,  346. 

Batavia,  83. 
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Belgian  Railway  Concession,  78. 
Belgian    Syndicate,    loans    with    the, 

59,  69,  77. 
Belgians,  loan  with  the,  76. 
Belgium,  33,  39,  184. 
Bells,  the  manufacture  of,  294. 
Berlin,  204. 
Birmingham,  317. 
Boards,      expenditure     for    dehts     of 

various,  71. 
Bonds,  military,  issue  of,  55. 
Bonds,    railway,    government    scheme 

for  the  redemption  of,  SO. 
Borrowing,    the    system    of,    between 

countries,  and  its    bearing    on    the 

balance  of  trade,  203-206,  211-216. 
Boycott,  against  American  goods,  41 ; 

against  the  Standard    Oil    Co.     and 

American  trade,     148,     against    the 

Japanese,  148. 
Boxer  outbreak,  11,  33,  38,  210,  386. 
Boxer  Indemnity,   11,  40,  41,   61,  68, 

76,  374,  379. 
Brazil,  66. 
British  and  Chinese  Corporation,  the, 

77. 
British  Colonies,  4. 
British     Government,  the  10,  61,  166, 

169,  370. 
British  territories,  184,  185. 
British,  the,  at  Nanking,  9. 
British    Treaty    for    the    reduction  of 

opium,  168,  170. 
British    Treaty    of    Nanking  of  1842, 

the,  152. 
Broker,  vide  the  middleman. 
Budget  of  Tang  Shao-yi,  58,  350. 
Bureau  of  Printing,     expenditure    for, 

70. 
Burma,  267. 
Buying  and  selling     (in    international 

trade),       how       it    is     determined, 

199-201. 
Cairnes,  Professor,  275-276. 
Calcutta,  170. 

Californian  Exclusion  laws,  41. 
Cambodia,  83. 

Canada,  152,  153,  184,  224. 
Canton,       8,     23,     31,     50,     67,     83, 
85,    92,    93,    96,    98,  109,  110,  115, 

148,  153,  155,  156,  173,  181,  234,  298, 

305,  306,  307,  308,  317,  318,  384. 
Canton-Hankow  Railway,  32,  38,  39. 
Canton-Hankow    Railway,     history  of 

the,  423-426. 
Canton-Kowloon     Railway,      38,      39, 

49. 
Canton-Kowloon     Railway,    history  of 

the,  437-438. 


Capital,  foreign,  where  employed    and 

with  what  results,  15-16;    the    use 

of,  and  its  bearing  on    the     balance 

of  trade,  212-213. 
Carlovingian  times,  feudal  ideals  of,  6. 
Carlowitz  loans,  72. 
Cassell  loan,  25. 
Cement  and  brick  works,  305. 
Central     Government,    the,       11,     22, 

29,  38,  45,  66,  75,  80,  104. 
Centralization  of  power,  12. 
Cereals,  the  trade  in  175. 
Ceylon,  172,  173,  200. 
Chambers       of       Commerce,       foreign 

147. 
Chang  Chien,  Mr.  378. 
Chang  Chih-tung  32,  338,  411. 
Chang  Hsun's  troops,  looting  of,  3. 
Chang  Yuan-fu,  8. 
Changchun,  300. 
Changsha,  50,  183,  234,  299. 
Changsha-Yichingshun  line,  49. 
Changteh,  77,   109. 
Changyiyuan,  67. 
Cheah  Ching,  99. 
Che,  the,  400. 
Chee    Hsin    Company's    Cement    and 

Brick  Works,  the  (Tougshan),  305. 
Chefoo,  167,  168,  182,  234,  299,  300. 
Chefoo  Agreement  of  1876,  the,  166. 
Cheling  Pass,  the  109. 
Chekiang  Railway,  39. 
Chekiang,  35,  36,  70,  85,  168,  169,  180, 

295,  338,  358,  360,  364,  368,  399. 
Chen  Chin-tao,  48. 
Chengtu,      49,      50,    118,    248,    249, 

305,  307,  308. 
Chen-tseh,  the,  400. 
Chieh  Ching,  99. 
Chihli,  36,    37,    137,    167,    169,    338, 

368,  369,  375,  394. 
China    Merchants'    Steam    Navigation 

Company,  32,  189,  301,  402. 
China  Railway  Company,  the,  410,  411. 
Ching  Ching,  the,  303. 
Ching,  Prince,  8,  224. 
Chingchow-Aigun  line,  44. 
Chinese  Eastern  Railway,  33. 
Chinese  Eastern  Railway,     history    of 

the,  414-415. 
Chinese  Engineering  and  Mining  Co., 

the,  302. 
Chinese  Telegraphs,  48. 
Chinkiang,  124,  139,     148,     167,     183, 

234,  300,  304,  307,  308,  368. 
Ohino-Japanese     War,       11,     24,     79, 

210,  412. 
Chinwangtao,  183. 
Clippers,    American,  95,    164. 
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Chungchow-Pinghsiang  line,  history  of 
the,  434-435. 

Chungking,  67,   183,   223,   306,  308. 

Chou-ta-gin,  337. 

Ch'ao-chu  prefecture,  168. 

Ch'eokiakeo  (road),  404. 

Ch'ien  Lung,  8,  84,  99,  271,  359. 

Ch'un-ts'iu,  400. 

Cigarettte  factories,  306. 

Co-hong,  the,  151-152. 

Collection  tax,  5. 

Combination,  the  power  of,  in  the 
Guilds,  vide  Guilds. 

Commerce,  significance  of,  and  the 
effect  on  the  advancement  of 
the  people,  102;  in  Europe,  102, 
and  in  China,  103. 

Commercial  Treaty  between  China 
and  the  United  States,  385. 

Communications,  Board  of.  Expendi- 
ture for,  70. 

Communications,  roads  and  waterways, 
391-402 ;  waterways,  402  -  403 ; 
principal  communications,  403-404 ; 
transport  charges,  404-406 ;  railways, 
406-447. 

Compradores,  the  system  of,  115. 

Competition,  advantages  enjoyed  by 
other  countries  in  China,  134. 

Concessions,  period  of,  in  railways, 
420-421. 

Consumption  and  production  tax,  389. 

Contributions,  demand  from  Peking 
for,  11-12 ;  the  rich  forced  to  make, 
19;  legitimate  sums  and  bribes,  20; 
amounts  given  by  provinces,  36-37; 
funds  supplied  by  the  merchants 
and  gentry,  72,  81. 

Copper  smelting  works,  307. 

Copperware  Workers'  Union,  377. 

Corporate  business,  144. 

Court,  the,  4,  5,  6,  9,  10,  20,  23, 
27,  31,  34,  37,  45,  46,  53,  93, 
102,  222,  293,  296,  334,  337,  343, 
345,  358,  360. 

Cotton  goods,  the  trade  in,  158-159. 

Cotton  mills,  30. 

Cotton  Exchange,  the,  in  Manches- 
ter, 122. 

Credit,  business  facilitated  or  hindered 
by  the  expansion  or  restriction  of, 
124 ;  no  credit  in  trade  as 
understood  in  the  modern  tradal 
world,  125;  why  commerce  in 
respect  of  credit  has  developed  on 
lines  different  to  those  in  other 
countries,  126 ;  the  granting  of  credit 
by  the  native  banks,  127-128, 
236-237 ;  there  is  no  credit  in  foreign 


trade,  191;  how  China  maintained 
her  credit,  in  foreign  countries, 
78-79 ;  the  basis,  purposes,  and 
advantages  of,  281-288;  the  effect 
of  credit  on  prices,  282,  on 
speculation,  283;  cause  of  the 
expansion  of  credit  in  Europe, 
283;  the  extent  to  which  credit  has 
been  utilized  in  this  country,  284- 
288. 

Crisp,  Mr.  61. 

Crisp  loan,  63,  379. 

Crisp  Syndicate,  62. 

Currency  loan,  48,  50,  51,  69. 

Currency,  loan  intended  by  bankers 
for  reform  of  the,  48. 

Currency  Loan  Agreement,  47,  49. 

Customs  tariff,  commission  for  the 
revision  of  the,  165. 

Czar,  the,  28. 

Dane,  Sir  Richard,  76,  378,  379. 

Dealers  at  the  ports,  their  methods 
of  doing  business,  128-129. 

Debt,  municipal,  its  evolution  in 
Europe,  18. 

Debt,  national,  its  evolution  in 
Europe,  18,  and  in  China,  19. 

Debt  of  China,  how  it  has  been 
increased,  79. 

Debts,  trade,  the  liquidation  of,  192; 
how  effected,  193-216. 

Demand  for  gold  (in  banking  parlance), 
248-249. 

Demand,  the  principle  of,   100. 

Denmark,  184,  189,  190. 

Dollars,  Spanish,  164. 

Druggets,  297. 

Dunn,  Fisher  &  Co.,  48. 

Dutch,  the,  151,  158,  164,  190. 

East  India,  30. 

East  India  Company,  82,  86,  95, 
96,  97,  103,  134,  151,  153,  164. 

Edicts,  Imperial,  29,  53,  84-85,  168. 

Educational  Board,  Expenditure  for, 
70. 

Eggs,  business  in,  307. 

Electric  light  works,  308. 

Emigrants,  Chinese,  remittances  from, 
and  their  bearing  on  the  balance 
of  trade,  209-210. 

Europe,      14,     18,     21,     28,     53,    59, 

63,    64,    93,  102,  124,  126,  143,  144, 

145,  174,  204,  206,  221,  229,  263,  266, 

283,  285,  286,  289,  292,  299,  314,  315, 

321,  328,  389. 

Exchange,  part  played  by,  in  trade, 
131,  240-241,  242;  the  ratio  of, 
depends  on  the  scarcity  or  otherwise 
of  silver,  137;  various  other  causes 
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for  fixing  the  ratio  of,  138 ;  causes 
of  the  gradual  decline  in,  193 ; 
details  of  the  operations  of,  248- 
257,  demand,  248-249;  export  paper, 
250-251;  cover,  250-252;  specula- 
tions, 253-254;  banks'  reserves,  255- 
257;  how,  and  trade  are  influenced 
by  each  other,  261-265 ;  some  of 
the  mediums  of,  once  adopted  in 
China,  267-268;  how  and  to  what 
extent  silver  became  a  medium  of, 
257-269 ;  the  readjustment  of  prices 
through  the  medium  of,  278. 

Expenditure,  control  by  Peking  over, 
ineffective,  80 ;  the  purposes  for 
which  Peking  required  money,  80. 

Expenditure,   internal,  26. 

Expenditure  of  the  government, 
vide  liabilities. 

Expenditure,  provincial,  11. 

Expenditure,  the  principal  items  of, 
in  olden  times,  345-346 ;  details  of, 
at  different  periods,  346-361. 

Export  Paper  (in  banking  parlance), 
250-251. 

Exports,  sundry,  the  trade  in,  176, 
179. 

Exports,  why  the  increase  in  railways 
has  not  helped  the  trade  in  exports 
in  the  same  ratio  as  imports,  136; 
native  charges  on  exports  and 
their  effect  on  the  trade,  138-141 ; 
the  progress  of  trade  in  exports  not 
in  the  same  proportion  as  imports, 
170;  the  value  of  exports  affected 
by  the  fall  in  silver,  194 ;  how  the 
drop  in  exchange  has  led  to  the 
rising  value  of  exports  and  whether 
such  a  result  is  beneficial  to  the 
country,  197-199;  cause  of  the 
increase  in,  215. 

Fang  Tze  Collieries,  the  (Shantung), 
303. 

Far  East,  the,  42. 

Farming  taxation,  6. 

Fiji  Island,  95. 

Financial  crisis  of  1910  and  1911,  148. 

Finance  Board  of,  expenditure  for, 
70. 

Finance,  ingenious  methods  to 
regulate,  3;  attempt  at  centraliza- 
tion of  power,  12 ;  period  of 
complete  control,  24;  troubles  in, 
principally  due  to  Chino-Japanese 
War,  24;  condition  after  the  War, 
25 ;  verge  of  bankruptcy,  26 ;  activity 
of  Sheng  Kung-pao,  47;  condition 
after  the  first  Revolution,  52-74; 
condition  after  the  second     Revolu- 


tion, 74-81;  the  difl[iculty  of  obtain- 
ing complete  control  over,  361-362. 

Finance,  public,  definition,  330;  the 
difference  between  the  finance  of 
modern  European  States  and  of 
China,  330-331 ;  the  two  divisions 
of  income,  331,  345;  expenditure, 
345,  361. 

Firms,  foreign,  evils  attendant  upon 
the  increase  of  130. 

Fish  Tax,  30. 

Fishing,  instruments  and  methods 
of,  297. 

Flour  mills,  300-301. 

Fokien,  35,  37,  69,  109,  168,  169,  310, 
338,  368,  375. 

Foochow,  109,  139,  151,  153,  154, 
155,  156,  168,  181,  211,  234,  305,  307, 
358. 

Foreign  Affairs,   expenditure  for,  70. 

Foreign  nations,  change  brought 
about  by  their  entry,  7;  China's 
obligations  towards,  9,  10. 

Foreign  nations  in  China,  expenses 
of,  and  their  bearing  on  the  balance 
of  trade,  206-207,  208-209. 

Foreign  Office,  the,  61. 

Formosa  Raiway,  409. 

Formosa,  23,  25,  168,  307. 

Four  Power  Group,  46,  47,  54,  55, 
57    58   59 

France,  '  25,'  26,  29,  40,  46,  49,  61,  64, 
152,  174,  184,  185,  189,  197,  204,  212, 
289,  314,  317,  331,  365,  377,  297,  311. 

Freight  charges,  their  bearing  on  the 
balance  of  trade,  207-208. 

French,  the,  39,  78,  151. 

Frontier  trade,  its  bearing  on  the 
balance  of  trade,  212. 

Fungyang  (road),  404. 

Fushun  Collieries,  the  (Manchuria), 
303. 

Galand,  A.,  107. 

Gas  Works,  305. 

George  III.,  8,  84. 

Germany,  25,  28,  29,  39,  40,  46, 
184,  185,  201,  204,  291,  314. 

Germany,  loans  with,  23,  61,  64. 

Gold,  definition  of,  as  a  measure  of 
value,  124 ;  the  ratio  between  the 
gold  and  silver  value  of  goods 
has  a  direct  bearing  on  trade 
and  prices,  137;  the  fixed  relation 
between  gold  and  silver  would 
have  prevented  the  difiiculties  of 
trade,  137;  the  effect  of  the 
exchange  between  gold  and  silver 
on  trade,  142;  how  it  is  affected 
as  a  measure  of  value,  219-220 ;  how 
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the  exchange  value  of  gold  ia 
relation  to  silver  increases  or 
decreases,  241;  what  principally 
influences  the  ratio  of  the  value 
between  gold  and  silver,  244-245; 
causes  of  the  variation  in  the  relative 
value  of  gold  of  silver,  271-272. 

Gold  exchange  standard,  definition, 
243. 

Gold  Ingots,  271. 

Gold  Leaf,  271. 

Goods,  increase  in  the  sale  of  foreign 
goods,  larger  than  might  have  been 
expected,  113 ;  the  theory  and 
practice  of  selling  and  purchasing, 
114-150;  the  practice  o  f  stocking, 
121 ;  the  quantity  of  unsalable 
goods,  partly  contributed  to  by  the 
increase  of  foreign  firms,  129 ;  the 
taking  of  more,  due  to  a  brisk 
demand  for  same,  133. 

Grand  Canal  Route,  109. 

Grass  Cloth  Factory,  307. 

Great  Britain,  4,  28,  49,  156,  173, 
184,  185,  186,  212,  214,  285,  337, 
(England)  29,  40,  46,  61,  107,  151, 
158,  159,  163,  164,  168,  171,  179,  184, 
200,  201,  202,  204,  213,  214,  288,  291, 
314,  365,  389,  406. 

Great  Northern  and  Eastern  Extension 
Telegraph  Companies  Loan,  48. 

Great  North-west,  vide  Inland  Com- 
munications. 

Greeks,  the,  292. 

Green  Island  Cement  Co.,  The,  305. 

Grosier,  Abbe,  94,  335. 

Guggenheim  silver  corner,  247. 

Gulf  of  Pechili,  400. 

Guilds,  some  of  the  functions  of  the, 
122;  the  history,  functions,  and 
power  of  the,  142-150. 

Haichow,  304. 

Han  River,  109. 

Hang  River,  399. 

Hangchow  Bay,  400. 

Hangchow,  109,  180,  183,  298,  299, 
305,  360. 

Hankow,  Szechuan  Railway,  history 
of  the,  429,  431. 

Haiikow,  23,  51,  109,  110,  117,  124, 
139,  148,  167,  168,  211,  234,  252,  300, 
304,  305,  306,  308,  411. 

Han-Yeh-Ping  Company,  the,  32,  303. 

Hanyang  Iron  Works,  the,   303,  304. 

Hanyang,  304. 

Hanyang  Iron  Works,  176. 

Haikwan  tael,  cause  of  its  deprecia- 
tion, 245. 

Hailin,  300. 


Harbin,  183,  211,  300,  305,  308. 
Hart,  Sirt  Robert,  338,  347,  363,  364, 

372,  373,  383. 
Hides  and  skins,  the  trade  in,  175. 
Honan,    35,    37,    49,  69,  167,  169,  270, 

338,  345,  357,  360,  369,  384. 
Hongkong,    30,    117,    118,    179,    183, 

184,  185,  186,  208,  305,  306,  307,  318, 

402. 
Hongkong  and  Shanghai  Bank   Loans, 

23,  26. 
Hongkong  and  Whampoa    Dock,    Co., 

301. 
Hongkong  Government,  loan  with  the, 

39. 
Hong  merchants  in  Canton,    the    part 

played  by  the,  in  trade,  114,  115. 
Ho  Shen,  225. 
Home  Government,  the,  4. 
iloppo,  the,  115. 
Hosie,  Sir  Alexander,  369. 
Honanfu-Sianfu  line,  76. 
House  of  Lords  Committee,  96. 
Hsimnintun,  412. 

Hsinmintun  Fakumen  Railway,  42,  77. 
Hsuchowfu,  167. 
Hsukochwang,  410. 
Huang  Hsing,  67. 
Huangpu,  the,  400. 
Huich'ao  Prefecture,  the,  168. 
Hukwang,  the,  399. 
Hukwang  Railway  Loan,  49,  51. 
Hukwang  Railway,  76,  204. 
Hunan      Government    lead    and    zinc 

mines,  303. 
Hunan,  35,    36,    37,    77,  167,  169,  299, 

311,  338,  357,  359,  360,  374,  376,  382. 
Hunchun,  183. 

Hunchun-Chengtu  (road),  393. 
Hung  Shan  Collieries,  the,  303. 
Hungtsze,  the,  400. 
Hung  Wu,  Emperor,  396,  397. 
Hupeh,  35,   37,    49,    50,    69,    77,  165, 

311,  338,  364,  367,  368,  382. 
Hwai-An-fu,  400. 
Hwei  Piao   (banks),  227. 
Hwai,  the,  400,  401. 
Hwang  Ho,  the,  401. 
Ice  and  cold  storage  factories,  305. 
Ichang,  49,  109,  183. 
Ichang  prefecture,  157. 
Ichang-Szechuan  Railway,  50. 
m,  22. 
Imperial  Arsenal  and  Dockyard,   the, 

301. 
Imperial  clans,  8. 

Imperial  Pensions,'expenditure  for,  71. 
Imperial     Telegraph     Administration, 

loan  to,  48. 
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Imports      and      exports,      the      ratio 

between,   155,  158,  215. 

Imports,  causes  of  decrease    at    times 

in  the  sale  of,   136;  native  charges 

on  imports  and  their  effect  on  trade, 

138-141;  the  value  affected    by    the 

falling  value    of    silver,     194;    how 

supply  is  aifected    by    prices,     195 ; 

how  the  drop  in  exchange    has    led 

to  the  falling    value    and     whether 

such  a  result    is    beneficial    to    the 

country,   197-199. 

Imports,  sundry,  the  trade  in,  160-162. 

Income,  sources  of,  and  the    amounts 

received  as,  331-345. 
Income,  voluntary     contributions     the 

only  source  of,  54. 
India,    93,    119,    135,    141,    158,   159, 
164,  169,  171,  173,  184,  185,  187,  214, 
243,  245,  252,  263,  316,  330,  364,  365, 
366,  370,  371,  376,  377,  378. 
Indian  Seas,  292. 
Indian  Specie  Bank,  247. 
Indian  Government,  the,  170,  172. 
Indemnities,    10,    21,    25,    26,  34,  35, 

57,  60,  61,  62. 
Industries,  attempts  towards  progress, 
and  why  they  failed,     14;     schemes 
of  young   reformers,    30 ;    effect    of 
foreign  control,  32,  291;     the     first 
efforts  towards  progress    in,     made 
in     cotton    mills,     298;    the     chief 
impediments    to    the    progress      of 
industries  in    China,    313-319;    how 
the      governments      helped    in    the 
advancement      of      industries        in 
Europe  and  America,  314-315. 
Industrial  progress,  loans  for,  77. 
Inland      Communications,      the      five 
divisions    of    districts,     and      their 
condition,  403,  404. 
Internal  loan,  plan  to  raise,  27. 
Internal  transit  taxes,  6. 
Iron  and  Steel  manufacturing    works, 

303-304. 
Italy,   174,  184,  185,   197,  376,  377. 
Jamieson,  George,   Mr.   345,  363,  364, 

371,  372. 
Japan,   24,  25,    28,    40,    42,    43,    44, 
45,    47,    59,    61,    83,  135,  141,  158, 
171,  172,  173,  174,  176,  178,  185,  189, 
197,  212,  245,  252,  271,  293,  299,  303, 
306,  314,  315,  330,  364,  376,  377,  413. 
Java,  30,  243,  307,  316. 
Jehol,  70. 

Kaifeng,  117,  118,  119,  123. 
Kaifeng-Honan     Railway,     history    of 

the,  435-436. 
Kaifengfu-Hsuchow  line,  77. 


Kailan  Mining     Administration,     the, 

318. 
Kaiping,  411. 
Kaiping  coal  field,  409. 
Kaiping  Collieries,  the,  302. 
Kaiping  Railway  Company,  the,  410. 
Kang  Hsi,  Emperor,  271. 
Kang  Yu-wei,  33. 
Kansu,  36,  37,  70,  168,  338,  363,  364, 

367,  368. 
Kao-yao  lake,  the,  400. 
Kawasaki  Dockyard,  301. 
Kiachow,  28. 
Kiachow,  183. 
Kiakhta  Route,  the,  110. 
Kiang  Peh  Ting  Concession,   302. 
Kiangnan,  399. 
Kiangnan      Dock      and      Engineering 

Works,  301. 
Kiangsu,     35,     36,     69,  138,  167,  180, 

221,  311,  338,  360,  367,  381. 
Kirin,  70,  300. 

Kiukiang,  67,  110,  124,  148,  182,  306. 
Kiungchow,   183. 
Korea,  25,  28,  360. 
Kongmoon,  183. 
Kuangshui,  49. 

Kueihuacheng-Cheugtn  line,  77. 
Kuomintang  party,  64,  65,  66. 
Knox,  Mr.  43. 
Kuyeh,  411,  413. 
Kwang  Hsu,  Emperor,  33,  45. 
Kweichow  route,  the,  109. 
Kweichow,    36,    37,    70,  77,  109,  167, 

223,  338. 
Kweifu,   223. 
Kweiyang,  77. 
Kwangchengtze-Kiriu  Railway,  history 

of  the,  420. 
Kwangsi,    35,     36,    67,     70,  167,  311, 

338,  360. 
Kwangsi,    35,    37,    69,  109,  167,  168, 

169,  295,  338,  357,  374. 
Kwarigtung,    35,    36,    50,  67,  70,  167, 
168,  296,  311,  338,  357,  368,  376,  377, 
381. 
Labour,  the  fallacy  that  cheap  labour 
is  a  help  to  industrial  advancement, 
315-316;       organization       for       the 
regulation  and    protection    of     320, 
325-328;     wages     of      the      several 
classes  of,  in  different  parts  of     the 
country,   321-325. 
Labouring  and     rural     classes,     cause 
of     the     contentment    among     the, 
320-321. 
Land  tax,  5,  6. 

Land,  as  a  source  of  revenue,  363-373 ; 
estimate  of   the   area  of   cultivated. 
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363-365 ;  how  it  is  held,  365-367 ; 
the  harvest  in  different  parts 
of  the  country,  357-368;  value 
and  the  size  of  holdings  in  different 
parts  of  the  country,  368 ;  various 
rates  and  taxes  on,  369 ;  estimate 
of  the  total  revenue  from,  369-373; 
comparison  with  India,  370 ;  basis 
on  which  land  is  cultivated, 
370-371. 

Lappa,  183. 

Law,  Board  of,  expenditure  for,  70. 

Lebon,  Gust.iv,  17. 

Le  Comte,  292,  295,  296,  297,  333, 
346. 

Legations,  expenditure  for,  71,  206. 

Lekin   tax,    7. 

Lekin,  as  a  source  of  revenue,  380-385 ; 
definition  of,  380 ;  number  of 
barriers  in  a  province,  381 ;  great 
powers  of  the  collector  over  the 
variation  of  the  tax,  381 ;  the 
percentage  of  taxes  on  the  value  of 
goods,  382 ;  estimated  receipts, 
383;  the  different  kinds  of,  384; 
efforts  to  abolish,  384-385. 

Li  Hung-chang,  407,   410,  411,  413. 

Li  Lien-yung,  8. 

Li,  Governor,  407. 

Liabilities  of  the  government,  a 
summary  of  the,  68-73. 

Liaotung  Peninsula,  25,  304. 

Licenses,  7. 

Lin,  "Viceroy,  9,   20,   165. 

Lintan,  98,  153. 

Little,  Mr.  Archibald,  302. 

Loans,  13,  21,  22,  23,  24,  25,  26, 
27,  29,  32,  33,  34,  35,  36,  38, 
39,  40,  47,  48,  49,  57,  59,  61, 
62,  63,  65,  66,  67,  68,  69,  72, 
76,    77,    78. 

Loans,  in  Europe,  how  and  why  raised, 
18. 

Loans,  their  first  reception  in  China, 
29;  Sheng  Kung-pao's  activity 
49 ;  anxiety  of  foreign  countries  to 
negotiate,  49;  independent  attitude 
of  the  Chinese,  55 ;  attitude  of  the 
Young  China  party,  61 ;  difficulty 
in  floating  63 ;  attempt  of  the 
Kuomintang  party  to  prevent  the 
loan  with  the  Group,  65 ;  protests 
against  the  Quintuple  loan,  67. 

Local  production  tax,  389. 

London,  93,  204,  247,  250,  251. 

Lower  Yangtsze  provinces,  vide 
Inland  Communications. 

Lukouchiao,  411,  413. 

Lung  Chingtsun,  183. 


Luugchow,  183. 
Lutai,  410. 

Lutai-Tongku  Section,  410. 
Macao,  151,  179,  308. 
Macartney,  Earl  of,  92,  337. 
Machiapu,  413. 

Mackay  Treaty,  the,  385,  386. 
Malacca,  209.  " 
Malaya,  209,  303,  316. 
Manchouli,  183. 

Manchu      dynasty,       3,       5,    11,     12, 

30,    46,    51,    54,    55,  105,  128,  210, 

226,  229,  271,  332,  333,  340,  348,  358, 

359,  383,  391. 

Manchu  Government,  the,  7,  20,  24, 
26. 

Manchu  power,  the  decline  of,  con- 
current with  increase  of  foreign 
intercourse,  8. 

Manchu  soldiery,  looting  of,  at 
Yangchow,  3. 

Manchus  garrisons,  20. 

Manohus,  the,  3,  12,  30,  46,  53, 
56,  123,  131,  210,  343,  361,  363. 

Manchuria,  28,  29,  33,  42,  43, 
44,    45,    47,  157,  168,  169,  300,  304, 

360,  363,  364,  367,  411. 
Manchuria,    scheme   for  the    coloniza- 
tion of,  48. 

Manchurian  route,  the,  110. 
Manchester,  184,  200,  315. 
Mang  Tung-ho,  the,  400. 
Manufactures,      British,      their      first 

introduction        into        China,        86; 

manner   in  which   the   sale  of,    was 

extended,  87. 
Manufactures,     the     principal,  among 

the  Chinese,  296-297. 
Maritime  commerce,  109. 
Maritime     Customs,       57,     110,     153, 
Maritime   Customs,     revenue    of,    22, 

23,  29,  57,  61,  64,  68,  76,  95. 
Martime  Customs,  details  of     revenue 

of,  386,  388. 
Match  factories,  306. 
Meat  liken  tax,  36. 
Meilung  pass,  the,  110. 
Men-of-war,  sums  due  for,  72. 
Mentz,  183. 
Metals,  87. 

Metals,  the  trade  in,  169-160. 
Mexico,  244,  247. 
Minerals,  their  possibilities,     15;     the 

chief    products     in,  and  the  output 

and  sources  of  supply,  311-312;  why 

China  has  made  so    little     progresi 

in  the  exploitation  of  her,  312-313. 
Middleman,     the,     the     part     played 

by,  in  trade,  114. 
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Millers'  Union,  327. 

Min  River  route,  109. 

Ming  Dynasty,    3,     56,  109,  268,  271, 

274. 
Mining  Royalties,  389. 
Mining,     progress     made      in,       and 

obstructions    put    in    the     way     of 

302-303. 
Mint   (Engineering),    expenditure    for, 

71. 
Mitsui  loans,  72. 
Moll,  Hermann,  83,  345,  373. 
Money,   attempts   by  the   Republicans 

to  raise,  in  Europe,   53. 
Money,  the  question    of     the    supply 

and  quantity,     different  to   that  in 

other     parts     of    the     world,     137; 

intrinsic  value  218;     definition,     as 

a  measure  of  value,  and     how    the 

same  is   affected,    219-220;  there   is 

no    money    in     China  as  understood 

in     civilized     countries,     222;     the 

relation  between  money  and  prices, 

275-280. 
Mongolia,  29,  363,  364. 
Monopoly  fees,   36,  389. 
Morse,  Mr.  222-223,  339,  372,  383,  389. 
Mukden,  70,  306,  413. 
Munitions  of  war,  sums  spent  on,  and 

their  bearing     on    the    balance     of 

trade,  210. 
Nail  and  Needle  Factory,  307. 
Nanking,    55,    58,     59,  183,  234,  294, 

304,  308,  360. 
Nanking-Changsha  Railway,  78. 
Nanking-Fungyang  (road)  393. 
Nanning,  183. 
Nanzing,  307. 

Nationalization  of  railways,  49. 
Native  Banks,  regular,  228. 
Native  Customs,  revenue  from,  385. 
Navigation,  the  art  of,  as  understood 

by      the      Chinese,    292;    types    of 

vessels, engaged  in,  and  the  facilities 

for,  292-293. 
Navy  Board,  Expenses  of,  70. 
Neutralization  scheme,  43. 
New  Amoy  Dock,  the,  301. 
Newchwang,       137,     138,     139,     183, 

211,  234,  252,  304,  306,  308. 
New     Engineering    and     Shipbuilding 

Works,  301. 
New  York,  250,  251. 
New  Zealand,  184. 
Nicolas  Tsu  Works,  the,  301. 
Nieuhoff,   292,   293,  294. 
Ningpo,     139,     151,     153,     154,     155, 

156,  168,  180,  181,  298,  308. 
Ninguta,  300. 


North-China  Daily  News,  344-345, 
384. 

North-China  Railways,  32. 

North  Sea,  28. 

North  West  Coast,  95. 

Northern  provinces,  the,  vide  inland 
communications. 

Northern  Railway,  history  of  the, 
409-414,  415-417. 

Northern  Railways,  revenues  for 
Peking,  60,  75. 

Norway,  184,   189. 

Octroi,  the  Peking,  13,  60,  75. 

Official  Banks,  constitution  and 
functions  of  the,  227. 

Oil  Mills,  304.      • 

Okura  loans,  72. 

Onoda  Cement  Works,  the,  305. 

Open  Door  policy,  43. 

Opium,  bonfire  of,  at  Canton,  10,  20; 
import  trade  practically  confined 
to,  95 ;  the  extended  use  of, 
responsible  for  a  change  in  trade, 
97-98 ;  petition  by  Viceroy  of 
Canton  to  stop  the  importation  of, 
by  foreigners,  99;  history  of  the 
trade  in,   163-170. 

Opium  liken,  as  a,  source  of  revenue, 
385-386. 

Opium  tax,  tax  from  fines  for  evading 
the,   36. 

Opium,  Turkish  and  Persian,  95. 

Opium  War,   165. 

Pacific,  the,  28. 

Pakhoi,  117,  183. 

Pao  Ohing  Collieries,  the,  303. 

Paper  issues,  62. 

Paper  Mills,  307. 

Paper  Mill,  government  expenditure 
for,  71. 

Paper  money,  resorted  to  in  the 
past ;  issue  by  provinces  without 
reserves,  13 ;  issues  in  the  reigns 
of  Jen  Tsung  and  Hien  Feng,  19; 
the  idea  of  reserves,  20;  large 
issues  resorted  to,  81 ;  total  issue 
after  the  Revolution,  81 ;  restricted 
issue  following  the  overtrading  of 
the  banks,  233-234 ;  the  issues  in 
silver  and  copper  notes,  and  their 
appeal  to  the  Chinese,  273-275. 

Paris,  204. 

Parker,,  Mr.   339,   347,  372,  373,  374. 

Parliament,  expenditure  for,  71. 

Parliament,    66,   67,    361. 

Pauling,  Messrs.  77. 

Pawn  shop  tax,  7,  389. 

Payment  for  goods,  how  effected, 
239-241. 
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Payment  on  delivery,  the  practice  of, 
126. 

Peace  Protocol,  34. 

Pehtang,  409. 

Peiho,  401. 

Peking-Hankow    Railway,   33,    39,  49. 

Peking-Hankow  Railway,  history  of 
the,  421,  422. 

Peking-Hankow  Railway  Redemption 
Loan,  39,  48. 

Peking-Kalgan  Railway,  history  of 
the,  417-418. 

Peking  Syndicate  Collieries,  the,  303. 

Peking  Syndicate  Railway,  history 
of  the,  436. 

Peking,  3,  4,  5,  9,  10,  11,  12, 
13,  19,  20,  21,  22,  26,  29,  30, 
31,  33,  36,  37,  38,  41,  42,  45, 
46,  47,  53,  54,  58,  64,  66,  67, 
73,  74,  75,  80,  93,  139,  224,  229, 
295,  296,  302,  306,  308,  333,  337,  338, 
343,  358,  359,  360,  362,  373,  374,  385. 

Penang,  209. 

Persia,  171. 

Philippines,  41. 

Piece  Goods  Guild,  149. 

Pinghsiang,  302. 

Port  Arthur,  412. 

Ports,  sums  spent  on  the  development 
of,  and  their  bearing  on  the 
balance  of  trade,  211. 

Portugal,   151,  163,   164,  184,  292. 

Powers,  the,  10,  24,  28,  34,  38,  39, 
40,  41,  42,  45,  47,  49,  54,  59,  61,  64, 
67,  74,  226,  315,  379. 

President's  Yamen,  expenditure  for, 
71. 

Prices,  their  bearing  on  the  volume 
of  trade  and  trade  varying  with 
the  quantity  of  money,  136 ;  the 
quantity  of  silver  available  and 
the  ratio  between  gold  and  silver 
have  a  direct  bearing  on,  137 ; 
variations  in,  within  the  country, 
137;  how  the  supply  of  exports  and 
imports  is  determined  by,  195;  the 
change  in,  and  how  it  has  been 
brought  about,  195-199;  how  the 
exchange  of  commodities  is 
determined  by,  266-267;  the  relation 
between  money  and,  275-280;  the 
effect  of  credit  on,  283. 
Prince  Regent,  46. 

Produce,  native,  increase  in  the  sale 
of,  consisting  merely  in  the 
variety  of  goods,  43;  the  progress 
of  the  trade  in,  remains  limited, 
in  spite  of  the  increased  sales,  and 
the  reason  why,    134-136;    adultera- 


tion one  of  the  causes  for  keeping 
the  trade  in,  at  the  lowest  possible 
ebb,  135 ;  why  the  increase  in 
railways  has  not  helped  the  trade 
in,  in  the  same  ratio  of  imported 
goods,  136 ;  the  effect  of  exchange 
on,  136;  what  regulates  the  price 
of,  194 ;  how  the  supply  of,  is 
detei-mined,  195. 
Profession  tax,  7. 
Profit  and  loss,  exchange     makes     all 

the  difference  between,  137. 
Protocol  of  1901,  34,  386. 
Protective  duties,  199. 
Provincial  banks,  227. 
Provincial  Exchequers,  81. 
Provincial  taxes,  29. 
Provincial  governments,     relation     of, 
to   Central   Government,  4;   nearest 
parallel,  4. 
Provinces,      request        to       postpone 
payments  due  by    them,    11 ;    their 
contributions     towards    indemnities, 
35-37 ;      indiscriminate      borrowings 
from    banks    and     syndicates,     39; 
their    methods    of     raising    money, 
55.56- 
Pukow,  71,  319. 
Pukow-Fungyang  (road)  396 
Pukow-Singyang  line,  77. 
Pukow-Sinyang     Railway,     history    of 

the,  429. 
Purchase  (imported  goods)     the    laws 
governing       and        the        processes 
involved  in  a,  117-120. 
yuasi-official  provincial  banks,  132. 
Quintuple  Group,  73,  77. 
Quintuple  loan,  13,  22,  67,  269. 
Railways,    concessions     to    foreigners, 
31 ;       hunt       for      concessions,    38 ; 
abnormal       activity,         39 ;        state 
ownership    proclaimed,  49;  activity, 
in     1912,     76 ;    activity    of      Great 
Britain,      France,       Germany      and 
Belgium ;  the     different     lines     and 
their  history,  406-477 ;  complications 
attendant     upon     introducing,     406- 
407;    first   efforts  to  construct,  407- 
408 ;      projects  for   the   construction 
of,  441-445 ;  the  four  periods  in  the 
construction  of,  445-447. 
Railways,  receipts,  of,  13. 
Railways,       sums       spent       on       the 
building  of  and  their  bearing  on  the 
balance  of  trade,  211. 
Reed  Tax,  389. 

Reform,  proposals  impracticable,  17 ; 
how,  they  should  be  undertaken, 
17-18;  influence  of  Kan  Yu-wei,  33. 
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Reorganization     loan,     72,     75,     205, 

274,  279,  380,  386. 
Repeal  of  the  Corn  Laws,  314. 
Republic,    the,    12,  32,  54,  59,  74,  79, 

81,  341,  342. 
Republicans,   the,   53,   57,  361. 
Reserves,  bank,  the  principle     of,     as 
understood    by    the    native    banks, 
230;  the  regulation  of,  as  it  affects 
exchange,  253-254 ;  none  ever  held  by 
the  native  banks  for  the     issue     of 
paper  money,  273. 
Revenue,  ingenious  plans  to  raise,  36; 
miscellaneous     sources   of,    388-390 ; 
sources     of    and     amounts  received 
as  in   ancient  and     modern    times, 
331-345;    land,      363-373;      tribute, 
373-374;       salt,       374-380;       lekin, 
380-385;       opium      lekin,     385-386; 
Customs,      385-388 ;      miscellaneous, 
388-390. 
Revenues,     Manchurian,     Pledging  of, 

47. 
Revolution,     the,       50,     51,    52,     56, 
57,    64,    69,    73,    81,  132,  169,  210, 
225,  235,  275,  288,  299. 
Ricardo,  137. 
Rice  Mills,  304,  305. 
Rice  tax,  5. 

Roads,  purpose  of  the,  in  olden  times, 
391-392;        the        advantages        of 
waterways  over,   392-393;  defective- 
ness of  the,  393-399 ;  the  principal, 
393,  395,  396. 
Romans,   the,   292. 
Rope  factory,  307. 
Routes,  the  principal,  109,  110. 
Russia,        25,     26,     28,     29,    40,     43, 
44,    45,    47,    59,    61,    64,    94,  151, 
185,  212,  219,  377,  412. 
Russo-Japanese  Convention,  45. 
Russo-Japanese  War,  38,   42,    43,    45, 

304. 
Rubber  boom,  the,  234. 
Rushes,  tax  on,  289. 
Sale      (exported      goods)      the      laws 
governing        and        the       processes 
involved  in  a,  120-122,  124. 
Sale  of  land  and  houses,  fees  on,  389. 
Salt,  8,  35,  61. 

Salt,  as  a  source  of  revenue,  374-380; 
different  forms  of,  produced  and  the 
place  of  production,  375;  licenses 
and  the  prices  fixed  for  the  sale  of, 
376;  estimated  consumption  of, 
376-377;  the  consumption  varies 
with  the  amount  of  taxation,  377 ; 
rates  of  taxation  on,  377-378; 
estimate  of  the  revenue  from,   378- 


379;  the  revenue  from  salt  and 
foreign  loans,  379. 

Salt  exudation  tax,  36,  389. 

Salt  Gabelle,  expenditure  for  refor- 
mation of  the  71-72;  control  of  the, 
by  Sir  Richard  Dane,  76,  379,  380; 
difficulties  in  the  reorganization  of 
the,  379,  380. 

Samshui,   183. 

San  Francisco,  210. 

San-kiang,  the,  399. 

Sansing,  183. 

Santuao,    183. 

Saw  Mills,  307. 

Seattle,  178. 

Selling  by  Chinese  and  foreigners, 
why  necessary,  13-14. 

Shanghai,  23,  30,  31,  66,  73,  74, 
110,  117,  123,  130,  137,  139,  147,  148, 
149,  153,  154,  155,  167,  168,  173,  179, 
180,  208,  230,  234,  235,  252,  298,  299, 

300,  304,  305,  306,  307,  308. 
Shanghai  Dock  and  Engineering  Co., 

301,  302. 
Shanghai-Hangchow-Ningpo     Railway, 

39,  431-433. 
Shanghai-Nanking  Railway,  38,  39. 
Bhanghai-JN  anking      Railway,     history 

of  the,  438-439. 
Shanghai-Nanking  Railway  locomotive 

and  Car  Shops,  304. 
Shanghai-Soochow  Railway,  407. 
Shanghai-Woosung      line,    history     of 

the,  408. 
Shanhaikwan,  411. 
Shansi  banks,   122,  123,  225. 
Shansi,    36,    37,     69,     167,    169,    338, 

369. 
Shan  Cha  Silver  Mines,  the,  303. 
Shantung,     35,      37,      69,     167,    169, 

338,  357,  360,  364,  367,  368,  369,  377, 

394,  395. 
Shantung  Railway,  history  of  the,  435. 
Shaochow,   109. 
Shasi,  167,  183. 
Shasi  Route,  the,  110. 
Shasi-Singyifu  line,  77. 
Sheng  Kuhg-pao,  46,  47,  48,  53. 
Shensi,  36,  37,  70,  108,  338. 
Shihbuilding  and   Engineering  Works, 

301-302. 
Shihpingkai-Taonanfu  line,  77. 
Shinan  prefecture,  167. 
Shipping,  the  progress  of,  188,  190. 
Siam,  184,  212,  304. 
Siang  Yuen-fu,  49. 
Siberia,  171,  184. 
Siberian  provinces,  22. 
Silk  filatures,  299-300. 
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Silk,  history  of  the  trade  in,  173-174, 
296,  297. 

Silk  Weavers'  Union,  327. 

Sinkiang,  35,  37,  70. 

Silver,  cause  of  depreciation  in  the 
buying  value  of,  97 ;  the  quantity  of 
silver  available  and  the  ratio 
between  the  gold  and  value  of  goods 
have  a  direct  bearing  on  trade  and 
prices,  137;  the  ratio  of  exchange 
depends  upon  the  scarcity  or 
otherwise  of,  138 ;  the  effect  of  the 
exchange  between  silver  and  gold 
on  trade,  142 ;  the  increase  in  the 
volume  of  trade  followed  by  a  fall 
in  the  value  of,  193 ;  definition  of, 
as  a  measure  of  value,  219;  the 
measure  of  the  value  of  commodities 
expressed  in,  221 ;  cause  of  the  rise 
and  fall  in  the  value  of,  221 ;  the 
exchange  of  commodities  with,  as  a 
commodity,  222 ;  how  the  exchange 
value  of  silver,  in  relation  to  gold 
increases  or  decreases,  241 ;  what 
influences  the  ratio  of  the  value 
between  it  and  gold,  244-245 ;  how 
the  value  is  affected,  246-247; 
how  and  to  what  extent,  it  became 
a  medium  of  exchange,  267-269 ;  the 
standard  of  value  always  the 
standard  of  weight,  273 ;  how  the 
supply  affects  prices,   280. 

Singapore,  184,  209. 

Six  Power  Group,  59,  60,  61,  62,  65, 
69. 

Soap  and  Candle  Works.  307. 

Soochow  Creek,  the,  400. 

Soochow  prefecture,  167. 

Soochow,  183,  308,  360. 

Sonnerat,  M.,  90. 

South  Africa,   184. 

South  American  States,  175,  197,  245. 

South  Manchuria  Railway,  43,   303. 

South  Manchuria  Railway,  history 
of  the,  418-419. 

Spain,  153,166,  184. 

Spheres  of  influence,  doctrines  of  the. 

Stamp  duties,  389. 

State  ownership  of  railways,  vide 
railways. 

Staunton,  Sir  George,  88,  101. 

Straits,  the,  30,  184,  209,  210,  243, 
252,  316. 

Stephenson,  Sir  Macdonald,  407. 

Sugar  Refineries,  307. 

Suifenho,   183. 

Sung  Chiao-jen,  73. 

Sung  Dynasty,  373. 

Sungkiang,  the,  400. 


Sunning  Railway,  history  of  the,  441. 

Sun  Yat-sen,  55,  57,  59,  64,  73,  77, 
210. 

Sun  Yat-sen's  manifesto,  74. 

Supply  and  demand,  the  principle  of, 
100 ;  how  it  has  had  a  greater  effect 
on  exports  than  imports,  134. 

Swatow,  155,  156,  182,  298,  304, 
305,  308,  368. 

Swatow-Chaoohowfu  Railway,  history 
of  the,  433-434. 

Sweden,  151,   184. 

Switzerland,  256,  377. 

Szechuan,     31,    35,    36,    49,    50,    70, 
109,  137,  167,  169,  221,  223,  267,  311, 
338,  363,  374,  381. 
42. 

Szemao,  183. 

Ta  Yeh  (Iron  Mines),  303. 

Taching  Bank,   48. 

Tael,  definition  of  the,  as  a  measure 
of  value,  22 ;  different  varieties  of 
the,  22,  223 ;  the  exchangeable  value 
between  the,  and  the  cash,  269-270 ; 
both  the  standard  of  value  and 
weight,  273;  different  standards, 
the  Tsao  Ping,  the  Kuping,  the 
Haikwan,   273. 

Taft,  President,   41. 

Taihu,  the,  400. 

Taikoo  Dock  and  Engineering  Co., 
the,  301. 

Taiping     Rebellion,    20,     23,     74,  165, 

Tairen,  183,  304,  308. 

Taiyuanfu-Changtefu  Railway,  440. 

Tangchow-Peking  (road),  393. 

Tang  Dvnasty,  267. 

Tang  Shao-yi,  47,  58,  59. 

Tao  Kuang,  Emperor,  9. 

Tartar  Generals,  20. 

Tartar  War,  the,  359. 

Tartars,  334. 

Tartary,  94. 

Tatsu  Maru,  148. 

Tatungkow,  183. 

Taxes,  manner  of  remitting  to  Peking 
in  the  past,  4;  power  of  collecting 
by  the  officials,  5 ;  collecting  accord- 
ing to  feudal  ideals,  6 ;  tyranny  and 
peculation  of  officials,  101 ;  collec- 
tion by  the  provinces,  13 ;  state 
after  the  Revolution,  54;  why  the 
Revolutionaries  proclaimed  the  re- 
mission of,  54,  56 ;  miscellaneous 
388-390. 

Tayeh,  305. 

Tea,  consumption  in  the  British  Isles, 
88 ;  export  trade  once  practically 
confined  to,  95 ;  trade  in,  profitable 
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and  encouraged  by  the  foreign 
governments,  96;  sales  of,  by  India, 
135 ;  history  of  the  trade  in,  170- 
173. 

Tea  factories,  306. 

Tea  Guild,  147. 

Tea  tax,  389. 

Tengyueh,  183. 

Tibet,  360. 

Tibetan  War,  the,  359. 

Tiehling,  300. 

Tienchaoohing,  413. 

Tientsin,  34,  85,  109,  117,  139, 
155,  167,  211,  252,  306,  307,  410,  411. 

Tientsin-Pukow  Railway,    38,  39,    78. 

Tientsin-Pukow  Railway,  history  of 
the,  426,  429. 

Title  Deeds,  tax  on,  36,  389. 

Tobacco  factories,  306. 

Token  money,  243. 

Tong  King-sing,  409. 

Tongku,  410. 

Tongshan,  411. 

Tongshan  Works,  the,  304. 

Trade,  expansion  of,  competition 
among  foreign  merchants  and  the 
want  of  credit  among  the  causes 
militating  against  the,  101,  126; 
why  trade  has  not  been  in  the  same 
ratio  as  that  of  England  and  the 
United  States,  102;  the  principal 
impediments  to  the,  106;  the, 
foreign  trade  not  always  a  sign  of 
a  nation  becoming  richer,  106 ;  there 
is  no  gradual  progression  in  the, 
133 ;  whether  the  national  wealth  is 
big  enough  for  a  large  trade,  a 
matter  for  conjecture,  136;  the 
the  instability  and  elasticity  of 
government  taxation  one  of  the 
impediments  to  the,  138. 

Trade,  hampered  by  currency,  bank- 
ing, etc.,  16;  loans  furnished  to 
extend,  24 ;  efforts  of  United  States, 
42;  advantages  enjoyed  by  Japan 
and  Russia,  42 ;  first  stages  of 
foreign,  82;  a  large  volume  not 
always  a  sign  of  prosperity,  152; 
trade  of  the  ports,  155-156;  share 
taken  by  different  nations,  183-186; 
the  proponderance  of  imports  or 
exports  not  the  only  means  of  judg- 
ing the  profitableness  or  otherwise 
of  a  country's,  203 ;  some  other 
factors  for  arriving  at  a  conclusion, 
203-216. 

Trade,  internal,  causes  of  the  restric- 
tion of  103-104;  the  growth  not 
always  a  sign  of  advancement,  107; 


while  supplying  the  needs  of  the 
population,  is  also  a  means  of 
increasing  the  foreign  trade,  107 ;  the 
greater  part  intended  for  export.  111. 

Trade  Unions,  325,  328. 

Transport,  the  comparative  cost  of, 
in  inland  and  foreign  freight,  402- 
404 ;  how  commerce  is  facilitated 
by  the  cost,  404-405;  the  methods 
and  the  cost  of,  in  the  interior, 
405 ;  the  ratio  of  the  cost  of,  by 
water  to  that  by  road  much  less  than 
in  Europe  or  America,  406. 

Treasure,  how  commerce  is  conducted 
with  an  infinitesimal  movement  of, 
216. 

Treasury,  the,  3,  19,  25. 

Treasury  Bills,  59. 

Treaty  of  Nanking,  10,  165.. 
338,  358,  373,  388. 

Tribute,  various  forms,  sent  to 
Peking  in  olden  times,  334 ; 
estimate  of  the  total  amount  sent 
to  Peking,  373-374. 

Trieste,  189. 

Troops,  necessity  of  disbanding  a 
portion  of  the,  60. 

Tsechenyuan,  340,  349. 

Tsi,  the,  400,  401. 

Tsinanfu,  234,  306. 

Tsinanfu,  307,  308. 

Tsing  Ho,  the,  401. 

Tsingkiangpu,  404. 

Tsingtau,  298,  299,  305,  307,  308. 

Tsingtauer  Werft,  the,  301. 

Tsung  Tombs  (Building),  expenditure 
for,  71. 

T'sien-t'ang,  the,  400,  404. 

Tungchow,  413. 

Tungchow,   304,    411. 

Turkestan,'  363,  364. 

Underwood  Tariff  Bill,  314. 

United  States,  15,  40,  41,  42,  43, 
44,  45,  46,  49,  61,  65,  66,  86,  107, 
110,  124,  151,  153,  168,  172,  178,  184, 
185,  186,  200,  201,  207,  219,  244,  291, 
300,  314,  395. 

University  (building)  expenditure  for, 
71. 

Viceroy  of  Canton,  95,  99,  164,  165. 

Visdelou,  C,  107. 

Wages  in  labour,  321-325. 

Wan  Li,  Emperor,  271. 

Waterworks,  308. 

Wealth,  hidden  by  the  Chinese;  how  it 
is  affected  by  absolutism  in 
Europe,  27;  how,  in  Europe  is 
utilized,  237;  how  regarded  and 
utilized  in  China,  237,  288-290. 
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WS^hai-wei,   28. 

Wilson,  President,  65. 

Wei,  the,  400. 

Wei,  the,  401. 

Wenchow,  23,  168,  183. 

West  River,  310. 

West  River  Route,  109. 

West,  the  impact  of  the,  and  its 
effect  on  industrialism,  9,  14. 

West,  the,  vide  Inland  Communica- 
tions. 

White  Wolf,  75. 

Wool  Exchange,  the,  in  London  and 
Bradford,  122. 

Woollen  factories,  306. 

Wool,  297. 

Woollens,  87. 

Works  and  Commerce,  Board  of. 
Expenditure  for,  70. 

Wu,  the  kingdom  of,  399. 

Wuchow,  183. 

Wuchang,  298,  .300. 

Wuchang- Yochow  line,  49. 

Wuhu,  183,  305,  308. 

Wuhu-Ningkowfu  Railway,  history  of 
the,  431. 


Yamchow-Yunnanfu-Chungking  Rail- 
way, 78. 

Yangchow,  400. 

Yangtsze  Engineering  Works,  the,  301. 

Yangtszekiang,  the,  399. 

Yangtsze,  Lower  Yangtsze  route,  109. 

Yangtsze,  Upper  route,  109. 

Yangtsze  Valley,  the,  42,  51,  267, 
311,  338,  369. 

Yellow  River,  310,  369,  400,  401. 

Yochow,  183. 

Yokohama  Specie  Bank  loans,  4,8  69. 

Young  China,  3,  27,  32,  37,  55,  61. 

Yuan  Dynasty,  396,  401. 

Yuan  River,  109. 

Yuan  Shih-kai,  53,  57,  59,  64,  73,  75. 

Yueh,  the  people  of,  399. 

Yung  Ching,  99. 

Yung-liang  Ho,  the,  401. 

Yung-Ting,   the,   401. 

Yunnan,  36,  37,  50,  67,  70,  109, 
167,  168,  268,  303,  311,  338,  363,  377. 

Yunnan  Railway,  history  of  the, 
439,  441. 

Yunnanfu,  305. 

Yu-yao,  400. 
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